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Notice to Contributors 


Editorial Standards 

As a multidisciplinary journal, Administrative Science Quarterly en- 
courages presentation of concepts and methods from all relevant fields, 
without dilution. Authors should not avoid discussion of useful tech- 
nical ideas, but such should be explained in terms understandable 
to those in other academic or professional fields. Technical elaboration 
which would not be important to all students of administrative science 
but which is significant for readers from a particular discipline may be 
developed in an appendix. The implications of research for the under- 
standing of administrative processes should be clearly drawn. 


Preparation of Manuscripts 


Except in unusual cases, articles should not exceed 5,000 words. 

Because manuscripts are read by several readers, authors are asked 
to submit two copies and to retain another copy. The first page of the 
manuscript should bear title, but not name or institution of author. 
A cover page showing title, author, and position should be attached. 

All copy should be typed double spaced on one side of the page. 
The original copy should be on bond paper. Margins of one and one- 
half inches should be provided. 

Footnotes should be typed double spaced on separate sheets following 
the end of the article. Please follow footnote form used in current issues. 

Each table should be typed on a separate page. A guideline, e.g., 
“Table 1 goes here,” should appear at the appropriate place in the 
manuscript, and authors should indicate table placement on galleys. 

An abstract of not more than 125 words should accompany each 
manuscript. 

In the interest of uniformity, paragraphs and sections will not be 
numbered. Subheads should be avoided at the beginning of articles. 


Peter B. Clark and James Q, Wilson 


Incentive Systems: 


A Theory of Organizations 


Organizations distribute incentives to individuals in order to induce 
them to contribute activity. Aspects of organizational behavior and 
change are explained by exploring the differing consequences of differ- 
ent incentive systems. Three types of organizations are distinguished 
on the basis of three kinds of incentives: material, solidary, and pur- 
posive. Hypotheses are presented about the characteristic behavior of 
these types, and the correspondence between the types and certain 
actual organizations is shown. 

Changes in organizational activities and purposes are predicted by 
assuming that the executive’s function is to perpetuate his group, and 
by assuming that he alters incentives to adapt to changes in the supplies 
of incentive-yielding resources. Co-operation, conflict, and other rela- 
tionships among organizations are explained in terms of competition 
for autonomy and resources. It is suggested that gradual changes of 
personal motives within a society have predictable consequences for the 
character of organizations. 

Peter B. Clark is assistant professor of political science, Yale 
University; James Q. Wilson is assistant professor of political science, 


University of Chicago. 


THE internal activity of organizations affects their purposes and 
the tactics they employ to attain those purposes. Organizational 
purposes and tactics, in turn, have clear influences upon social, 
economic, and political processes. This paper will suggest that 
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much of the internal and external activity of organizations may 
be explained by understanding their incentive systems. 

All viable organizations must provide tangible or intangible 
incentives to individuals in exchange for contributions of indi- 
vidual activity to the organizations. Analysis of the several kinds 
of incentive systems can provide not only a way to classify much 
existing data about organizations, but also the rudiments of a 
predictive theory of organizational behavior. Moreover, the 
analysis may be applied to all formal organizations—political 
interest groups, corporations, trade unions, universities, and 
political parties, for example—as well as to administrative 
agencies, to which it has already been fruitfully applied. 

Classification of incentive systems makes it possible to distin- 
guish analytically significant types of organizations. Analysis of 
incentive systems also provides at least partial explanations of such 
varied phenomena as differences in group purposes and tactics, 
organizational cohesion, proclivities to expand, the likelihood 
of group survival, styles of leadership, and long-term trends in 
the activities of clusters of organizations. 

The basic hypothesis of this paper is that the incentive system 
may be regarded as the principal variable affecting organizational 
behavior. A secondary hypothesis is that the incentive system is 
altered (largely by the organization’s executive) in response to 
changes in the apparent motives of contributors, or potential 
contributors, to the organization. These motives may change 
both collectively and individually. Collectively, the number of 
contributors (or potential contributors) seeking certain values 

1Chester Barnard, who first systematically developed the incentive analysis, defines 
a formal organization as a “system of consciously co-ordinated activities or forces of 
two or more persons” (The Functions of the Executive [Cambridge: Harvard Univer- 
sity Press, 1938], p. 73). For Barnard’s general analysis, upon which this paper is 
based, see especially his chapter xi, ““The Economy of Incentives.” Further theoreti- 
cal development and illustrations are provided by Herbert A. Simon, Administrative 
Behavior (2nd ed.; New York, 1959), ch. vi; Edward C. Banfield, Political Influence 
(Glencoe, 1961) and Government Project (Glencoe, 1949), ch. xv; James Q. Wilson, 
Negro Politics: The Search for Leadership (Glencoe, 1960); and Peter B. Clark, “The 
Chicago Big Businessman as a Civic Leader” (unpublished Ph.D. dissertation, 
University of Chicago, 1959), ch. v. 

The authors would like to acknowledge the financial assistance of the Committee 
on Political Behavior of the Social Science Research Council which made possible 


research drawn upon for certain portions of this paper. 


we 
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may come to outweigh the number seeking other values. The 
rewards of membership in the organization must then be altered 
to correspond to the motives of new members or a potential 
clientele that it is deemed desirable to attract and hold. Individu- 
ally, members may gradually change their motives for a variety 
of reasons. Some of these changes may be due to environmental 
factors—for example, changes in the level of economic activity, 
the distribution of resources, or the pattern of moral attitudes. 
Other changes in motives may represent a significant alteration 
in the level of expectations. The motives for organizational mem- 
bership may change as notions as to what is possible are modified. 
Finally, motives may change as the organization itself changes its 
character from a formative stage (in which substantive goals 
may be of crucial importance) to a later stage (in which the 
rewards of membership come to be independent of substantive 
goals). At first, members may derive satisfaction from coming 
together for the purpose of achieving a stated end; later, they 
may derive equal or greater satisfaction from simply maintain- 
ing an organization that provides them with office, prestige, 
power, sociability, income, or a sense of identity. 

If these hypotheses are valid, the analysis of incentive systems 
makes it possible to relate environmental trends, personality 
factors, patterns of expectation, and organizational history to the 
behavior of organizations and perhaps to bridge the gap between 
the study of individual behavior and the study of organizational 
behavior. In this study, the fundamental unit will be the organ- 
ization as such and its principal attribute will be its incentive 
system. In this way it is hoped that a theory of organizations can 
be developed without reducing organizations to personality, 
small-group behavior, communications patterns, or isolated 
decision-making units. The point of view of this paper is that 
the most important thing to know about an organization is that 
it is an organization and that it seeks to persist.* 

This paper is divided into five sections. In the first, the nature 

*Cf. Philip Selznick, TVA and the Grass Roots (Berkeley and Los Angeles, 1949), 
p. 79: “All formal organizations are moulded by forces tangential to their rationally 


ordered structures and stated goals.” The same point is the theme of David L. Sills, 
The Volunteers (Glencoe, 1957). 
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and principal types of incentive systems are discussed and related 
to the function of the executive and the role of the leader. In 
the second, three types of organizations are described and prop- 
ositions offered regarding their characteristic behavior. In the 
third, changes in organization behavior are related to environ- 
mental changes. In the fourth, the relationships among organ- 
izations are discussed in terms of the competition for autonomy 
and resources. Finally, some important changes in personal 
motives in American life affecting organizational behavior are 
suggested. 
INCENTIVE SYSTEMS 

The basic premises of the paper may be expressed by quoting 
from Chester Barnard: 
The contributions of personal efforts which constitute the energies of 
organizations are yielded by individuals because of incentives. The 
egotistical motives of self-preservation and self-gratification are domi- 
nating forces; on the whole, organizations can exist only when consistent 
with the satisfaction of these motives, unless, alternatively, they can 
change these motives. The individual is always the basic strategic factor 
in organizations. Regardless of his history or his obligations he must 
be induced to cooperate, or there can be no cooperation.* 


Additional premises include the following: 

1. Incentives are by definition scarce. Unless a commodity, a 
status, or an activity is relatively rare, it provides no inducement 
to anyone. A business firm has only a finite amount of money 
which it may offer to contributors of effort in the form of 
salaries and wages; a university can create only so many full 
professorships before watering the currency of their prestige 
value; there can be only so many committee heads in a women’s 
club before a committee chairmanship ceases to be desired. 

Tangible and intangible resources are not distributed equally 
throughout the population and a given incentive may have more 
effect upon some people than others. A small increment in wealth 
can rarely induce a multimillionaire to contribute time and 

*Barnard, op. cit., p. 139. The desire to achieve an abstract social good may, of 


course, be subsumed under the “egotistical motive of self-gratification.” The point is 
that the organization must satisfy some aspect of the contributor’s motives—whatever 


those motives may be. 
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effort to an organization. Social status, prestige, and respect are 
similarly unequally distributed. Membership in a given organ- 
ization may represent “upward mobility’ to one person, while 
it may imply degradation to another of higher social status. 
Incentives have a diminishing marginal utility. 

2. An organization’s incentive output must not exceed its 
available incentive resources.* Continued, excessive payments of 
wages and salaries can drive a business firm to bankruptcy. Simi- 
larly, a social club whose members cease to provide each other 
with the incentives of sociability approaches disintegration. A 
net outflow of incentive resources will produce decreases in 
organizational size or levels of activity, or both, and will ulti- 
mately produce either an alteration in the incentive system or 
organizational collapse. 

3. It is the function of the executive to maintain his organ- 
ization. He does this by attempting to obtain a net surplus of 
incentives and by distributing incentives to elicit contributions 
of activity.’ It is important to distinguish the executive func- 


‘See Simon, op. cit., ch. iv and p. 181. As Simon notes, the output of incentives may 
exceed the input, at least for a short period of time. There is no “law of the con- 
servation of energy” at work in organizations in any strict sense. This is because the 
very existence of the organization itself is a source of incentives of a kind; dying 
organizations still hold some members out of a sense of duty or in hopes of an 
improvement in its fortunes. Some people will act out of even slim hopes for future 
rewards. 

“Executive work is not that of the organization but the specialized work of 
maintaining the organization in operation” (Barnard, op. cit., p. 215; italics in the 
original). “In all sorts of organizations the affording of adequate incentives becomes 
the most definitely emphasized task of their existence. It is probably in this aspect 
of executive work that failure is most pronounced, though the causes may be due 
either to inadequate understanding or to the breakdown of the effectiveness of the 
organization” (ibid., p. 139). Executives will, of course, attempt to create conditions 
under which contributions of activity become habitual, where contributors rarely 
assess the benefits of the incentives they receive against the opportunity costs of 
incentives they forego by not joining alternative organizations. When such conditions 
are created, the organization need provide to contributors only a small net balance 
of satisfaction over dissatisfactions. It is not intended to suggest that all contributors 
to all organizations are constantly and consciously assessing the benefits (incentives) 
against the costs of their contributions, but conscious weighing occurs often enough 
that the problem of organizational maintenance represents the most salient fact of 
organizational life for the executive. It is important to note that many incentives 
are not consciously produced and distributed by anyone. The location of a factory in 
Florida may be an incentive to a sun-seeking worker, although the decision to locate 
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tion from what will here be called the leadership function, which 
is that of creating, clarifying, and promulgating substantive goals.® 
While both functions are occasionally performed by the same 
individual, it will be shown later that the demands of the two 
functions may conflict. Distributing incentives in order to main- 
tain the organization is by no means always the same task as 
setting substantive purposes for the organization to pursue. 

The executive has a strong personal interest in maintaining 
his organization. Generally, the minimal expectation of group 
members is that the executive will not allow his group to decline 
or collapse. The executive’s reputation, and in some cases his 
livelihood and material success, depends upon successful ful- 
fillment of this minimal function. And as many writers have 
observed, both executives and other contributors come to believe 
that their organizations must persist if they are to achieve their 
substantive purposes. Whatever else he may be able to do with 
or for his group, the executive must perpetuate it. 

4. It is possible to distinguish one incentive system from 
another. For the purposes of this paper, incentives will be placed 
in three broad categories: material, solidary, and purposive. 

a) Material incentives: These are tangible rewards; that is, 
rewards that have a monetary value or can easily be translated 
into ones that have. These include money in the form of wages 
and salaries, the tangible benefits of a taxpayers’ association to 
its members, the improvement in property values for a neighbor- 
hood redevelopment association or the increase in wages and 
other tangible “fringe” benefits obtained by a labor union. 

b) Solidary incentives: Solidary rewards are basically intangible; 
that is, the reward has no monetary value and cannot easily be 
translated into one that has. These inducements vary widely. They 
derive in the main from the act of associating and include such 
rewards as socializing, congeniality, the sense of group member- 
ship and identification, the status resulting from membership, 


the plant in Florida may not have been made with this inducement in mind. (An 
executive, of course, may be plural. The actual executive of many voluntary associ- 
ations is not the layman president but the professional executive secretary.) 

*Philip Selznick, Leadership in Administration (Evanston, 1957), develops a some- 
what similar view of leadership. See pp. 25-28, and chs. iii, iv. 
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fun and conviviality, the maintenance of social distinctions, and 
so on. Their common characteristic is that they tend to be inde- 
pendent of the precise ends of the association. Groups held 
together in general by solidary incentives are relatively flexible 
about the stated goals of the group. The group may raise funds to 
fight a disease, support a hospital, meliorate the lot of the indi- 
gent, conduct a fashion show, listen to after-dinner speakers, 
maintain a club house, and the like. Of course, in practice no 
group is utterly indifferent to its ends; if it were, it could not 
sustain itself in competing for members with other groups. There 
are many ways to obtain solidary benefits, and some purpose must 
generally be offered to persuade people to obtain these benefits 
from one group rather than another. What is stressed here is only 
the analytic nature of the incentives and their logical separability 
from ends. The practical consequences of this kind of incentive 
system will be discussed later. 

c) Purposive incentives: Purposive, like solidary, incentives 
are intangible, but they derive in the main from the stated ends 
of the association rather than from the simple act of associating.? 
These inducements are to be found in the suprapersonal goals 
of the organization: the demand for the enactment of certain 
laws or the adoption of certain practices (which do not benefit 
the members in any direct or tangible way), such as elimination 
of corruption or inefficiency from public service, beautification 

*The notion of organizational purpose is a confusing one in almost all the liter- 
ature on the subject. Barnard (op. cit., pp. 86-89), Simon (op. cit., pp. 4, 63, 132, 246), 
and James G. March and Herbert A. Simon (Organizations [New York, 1958], p. 201) 
assume that all organizations have a purpose or goal. What they mean by purpose is 
never very clear. In one sense, of course, almost all human activity is purposive in 
that some goal can be found toward which the activity is at least presumptively 
directed. Depending on one’s point of view, a shoe factory may have as its “purpose” 
making money for stockholders, distributing wages and salaries to employees, pro- 
viding shoes for customers, or enhancing the power and prestige of its officers. 
When used in this paper the word purposes refers to explicitly stated substantive 
goals, which are suprapersonal (i.e., they will not benefit members directly and 
tangibly) and which have nonmembers as their objects. By contrast, when we refer 
to a business making money for its members (which some might call its “purpose”’), 
we shall call that process the activity of the organization. Activity is used broadly 
to refer to whatever an organization does from the point of view of the observer; 
purpose is used narrowly to refer to goals of a suprapersonal, extraorganizational 
character stated by the organization itself. It will be noted that purposes are heavily 
future-oriented. 
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of the community, dissemination of information about politics 
or city life, and so forth. Unlike solidary incentives, purposive 
incentives are inseparable from the ends being sought. (It is 
true that some people will belong to any organization that seeks 
to reform or improve any aspect of community life; to them the 
very act of protest may be more important than the specific object 
of the protest, but in most cases, there is a reasonable relation- 
ship between end and incentive for most contributors.) The 
end system is deeply implicated in the incentive system of the 
association. The members are brought together to seek some 
change in the status quo, not simply to enjoy one another’s 
presence. The latter may be rewarding, but it is insufficient in 
itself to maintain the group. These purposive inducements must 
be carefully distinguished from solidary ones. If organizational 
purposes constitute the primary incentive, then low prestige, 
unpleasant working conditions, and other material and solidary 
disadvantages will be outweighed—in the mind of the contribu- 
tor—by the “good” ends which the organization may eventually 
achieve. 

A particular organization may appeal to many motives. No 
business firm, for instance, relies exclusively upon material bene- 
fits. Pleasant working conditions, camaraderie with fellow 
workers, a sense that the firm is producing good and valued 
products, and many other incentives are offered to satisfy the 
variety of motives that help to maintain participation in the 
enterprise. Furthermore, organizations vary in internal complex- 
ity, and in the more complex hierarchical organizations quite 
different kinds of incentives may be used at different levels. In 
corporations, the incentives offered to the highest ranking execu- 
tives are different in kind as well as in degree from those provided 
to members of the labor force. An incentive analysis is incomplete 


“It is also important to distinguish between the incentive provided by loyalty to 
an organization (as a concrete entity) and the incentive provided by belief in the 
organization’s purposes. The former (which is often consciously fostered) is here 
regarded as a solidary incentive. Loyalty to an organization’s purposes is certainly 
analytically distinct from loyalty to the actual organization. In many cases it is also 
concretely distinguishable as when, for example, people choose to leave an organiza- 
tion which they believe is no longer fulfilling its ostensible purposes. 
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if it fails to take account of differing incentive systems within a 


given organization.® 

Nonetheless, many organizations may be distinguished by the 
incentives upon which they principally rely. Patterns of expec- 
tations develop for example, that a business firm should pay 
money wages, a university should appeal to students by providing 
education of a certain character, a social club should provide 
amiable companions, or that a political or social protest organ- 
ization should seek to attain purposes that some people at least 
regard as important. While a business probably will provide 
supplementary incentives besides money, few would work for it 
if no money at all were paid. Few would remain in the social 
club if meetings consisted entirely of discussions of foreign policy. 
They might not even remain if they were paid small amounts 


to do so.? 


TYPES OF ORGANIZATIONS 


On the basis of the foregoing premises, hypotheses can be 
presented about the internal and external behavior of three types 


*The question arises as to whether these distinctions are purely analytical or 
whether they correspond to concrete organizations. The differentiation of incentive 
systems is primarily analytical and its value will depend on the extent to which it is 
useful in specifying and explaining organizational behavior even if no one organiza- 
tion embodies a single incentive system. Therefore, an important aspect of incentive 
analysis will involve delineating the relationships between analytically distinct incen- 
tives within a single organization. This will be developed in later publications. 
There are many examples of organizations, however, which rely primarily on a single 
incentive system-—certain businesses, voluntary associations, and the like—and thus 
the analytical distinctions correspond to at least some concrete cases. This paper, 
then, is largely an exposition of an analytical framework applied to relatively simple 
concrete cases. The cases of organizations with mixed incentive systems—such as 
armies, churches, government agencies, newspapers, certain labor unions, and 
organizations undergoing internal conflict—will be treated elsewhere. 

This paper views individuals in organizations from the point of view of the 
executive. The other side of the equation—the organization as seen by contributors 
—is only sketchily treated. For a discussion of differences among contributors, see 
Barnard, op. cit., pp. 74-77, and Simon, op. cit., ch. vi. 

“These points reinforce the common-sense observation that organizations are not 
always what they seem to be. A foreign policy discussion group may in fact fulfill 
the function of providing social interaction or entertainment. This may easily be 
detected if the latter ceases, but the foreign policy discussion is earnestly continued. 
Membership, it could be predicted, would fall. 
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of organizations, each of which relies primarily upon one of 
the three basic categories of incentives. 


Utilitarian Organizations 

Organizations which rely largely upon material incentives 
include many business firms, most “bread and butter” trade 
unions, most business and trade associations, taxpayers’ groups, 
and the traditional political party machines. These will be called 
utilitarian organizations. They seek material rewards for their 
members (and perhaps for others as well). There is a fairly precise 
understanding of the possible benefits and a reasonably exact 
means of determining the extent to which the goal is attained. 
There is, to borrow a phrase, a “cost-accounting’”’ system. The 
costs of supporting the organization can be measured against 
some rough standard: reduction of taxes, achievement of a higher 
wage rate, obtaining the redevelopment project with some 
enhancement of property values, payment of a high dividend, 
improvement in retail sales, and so forth. 

In practice, of course, there is often considerable difficulty in 
determining individual benefits. If this were not the case, the exec- 
utives of such organizations would have greater difficulty than they 
do in maintaining their own positions. As it is, they can point 
to threats that were averted, progress toward an unrealized goal, 
and indirect benefits that supposedly accrue to members. In 
great part bureaucracy thrives on uncertainty. But although 
uncertainty is never absent, it is less extensive in purely utilitarian 
organizations than in other types. Executives here are under 
greater pressure to “‘produce,” even though they can avert some 
of the pressure by pointing to deferred or indirect pay-offs. 

In such groups, the executive's first concern will be to obtain 
the material resources that will provide incentives. Business 
officials single-mindedly devoted to the pursuit of money incomes 
for their firms; labor union executives concerned with obtaining 
wage increases, pension plans, paid vacations; executives of most 
taxpayers’ associations; and the “boss” of the political machine 
interested in obtaining patronage are all examples of the preoccu- 
pation with material incentives. 

The fundamental conflicts within organizations that rely heavily 
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upon material incentives will center around questions of the 
distribution of the incentives. How are the benefits to be dis- 
tributed? Who is to receive how much salary? Which business 
firms will benefit the most from the association’s campaign to re- 
duce taxes? Which ward bosses will receive the highest-paying 
patronage jobs? Internal strife arises in the form of rather sharply 
defined conflicts of material interest. Given these executive preoc- 
cupations, the organization will act vis-a-vis the outside world 
mostly when opportunities are perceived to increase the input of 
material resources or when the loss of such resources is believed 
to be threatened. Their actions contrast with the external and 
political activities of organizations that rely upon other incentives, 
as will be seen. 

The utilitarian organization and its executive pay relatively 
little attention to the substantive goals implied by its activities. 
Suprapersonal purposes will rarely be discussed, except at the 
most publicized of ceremonial occasions, for such purposes have 
little bearing upon the day-to-day problems of operating or main- 
taining such groups.'! Members are employed to do whatever the 
organization requests them to do within the limits of propriety; 
individuals become contributors expecting that the organization 
will satisfy their material motives. They will rarely question or 
reflect upon the value of the organization’s activity,” nor will 
they expect the organization to take account of their personal 
views about desirable purposes. 

In some cases, however, utilitarian organizations announce 


“Under conditions of high public exposure, of course, utilitarian organizations 
will undertake ritualistic expressions of purpose, for it is expected that organizations 
must justify themselves in terms of some goals other than mere perpetuation or 
expansion. No organization can admit that its “purpose” is merely the gratification 
of its contributors’ private motives. However, in materially induced organizations 
such ceremonial expressions of purpose are intended largely for external consump- 
tion and will have much less effect upon organizational behavior than in the other 
types of groups to be discussed. 

“In an article which implicitly employs an incentive analysis, Robert Heilbroner 
reaffirms this point. “The people who make [machine] politics their occupation do 
do not tend to thrive on ideas and ideals, and the Tammany clubs—indeed, machine 
tend to become pleasant fraternities where ‘the boys’ can sit 


clubs everywhere 
around and play poker, gossip, get away from their wives, and relax” (De Sapio: The 
Smile on the Face of the Tiger, Harpers, 209 [1954], 30). 
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general purposes which purport to be different from the motives 
of the members. For example, a businessmen’s association may 
describe its purpose as that of “improving the life of the city” 
or “promoting community planning.” In most cases, such rhet- 
oric is a socially acceptable cover for a desire to improve property 
values, reduce taxes, or stabilize markets. (In some cases, this 
rhetoric becomes the principal source of inducements for mem- 
bers and, thus, the organization ceases to be utilitarian and must 
instead be considered either solidary or purposive. This is most 
often true when the organization fails to meet the material 
motives of the members and thus must endeavor to alter its 
incentive system in order to survive.) The significant point here 
is that in utilitarian organizations stated purposes are not 
important incentives and have relatively little impact upon incen- 
tives. Achievements of concrete material results will be more 
important than any announced general or intangible goals, and 
members will be relatively indifferent to what kind of activity 
(making soap, selling shoes, trading commodities) produces the 
desired flow of rewards. 

Such organizations will thus be highly flexible about their 
activities. Activities may change without disrupting member 
participation as long as material incentives continue to be avail- 
able. Businesses may shift to production of totally different prod- 
ucts; labor unions may alter their demands from wage increases 
to fringe benefits; and political machines are not only facile in 
shifting their allegiances on policy positions but in some cases 
are able to deliver organization workers and blocs of votes to 
the opposite party—provided the material reward is adequate. 

Such organizations will also be tactically flexible to the extent 
that tactical shifts do not interfere with their income of incentive 
resources. This is a function of both the fact that the rewards 
are relatively unambiguous and the fact that ends tend to be 
divisible and can be expressed in terms of more or less. They 
have no rationale other than their material value. Within cer- 
tain broad ranges, means are selected which are best suited to 
the attainment of the ends at minimal cost. Strategists can be 
rational in an economic sense, concerned only with goal attain- 
ment and efficiency (the ratio between benefits and costs). 
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Internal conflicts, which in other types of organizations limit 
flexibility, have a minimal effect in utilitarian groups. Conflicts 
of interest between members can often be successfully bargained 
out, for material benefits are readily divisible and the propriety 
of compromising dollar benefits is widely accepted.'* 


Solidary Organizations 

Organizations which rely heavily upon solidary incentives 
include many, if not most, service-oriented voluntary associations, 
colleges and universities (which employ solidary incentives to 
attract students, and also faculty members to a great extent), 
social clubs, certain political reform groups, and many others." 
In groups such as a women’s luncheon club, the underlying 
incentives for continued participation appear to be sociability 
and “fun.” In other organizations—among the trustees and 
directors of universities, hospitals, and welfare organizations, for 
example—the personal prestige which membership provides is 
often a strong incentive. Board members not only contribute 
prestige to such boards, but their own prestige is enhanced 
through association with other high-status community figures and 


” 


with the institutions themselves. 

As in utilitarian organizations, the executive's first concern will 
be to obtain incentive resources, but here his effort will manifest 
itself in quite different forms, for the resources are different and 
obtaining them poses different problems. He must obtain not 
dollars or other material income but additional organizational 
prestige, publicity, or good fellowship. These incentives imply 
continued executive efforts to recruit members of high status and 
frequent occasions for public speeches and awards to heighten 
members’ sense of the organization’s importance and to reward 


“For the same reasons, co-operation among groups relying upon material incen- 
tives may be somewhat more likely than among the other two types of organizations. 
However, all groups which use the same incentives will compete for the same pool 
of scarce resources and all, of course, will struggle to grow in order to obtain and 
distribute both material and nonmaterial incentives. 

“The use of the term “solidary” here should not be confused with the use found 
in Max Weber, The Theory of Social and Economic Organization, trans. A. M. Hen- 
derson and Talcott Parsons (Glencoe, 1947), pp. 136-143. Weber refers to two kinds 
of “solidary social relationships”—pure, self-serving associations (Zweckverein) and 
absolute or ideological associations (Gesinnungsverein). 
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individuals for exceptional service. They also imply frequent 
rotation of officers in order to distrioute widely the perquisites 
of prestige.'® 

Solidary groups will act externally mostly in situations in 
which they perceive opportunities to improve their public image. 
They will undertake—and indeed seek out—worthy projects of 
a sort which will be widely recognized as good works. Such activ- 
ity results in enhanced incentives, for a good public image 
attracts prestigious people who, in turn, reinforce the incentive 
for others to contribute. 

Organizations that rely heavily upon solidary incentives will 
devote more conscious attention to purposes than will the utili- 
tarian type. This is because publicly acceptable purposes are 
crucial in producing the desired image. A welfare voluntary asso- 
ciation, for example, is much more interested in stating its goals 
than is a manufacturing firm. Although there are many goals 
that could provide the desired solidary rewards for the members 
of the organization, these goals usually possess certain important 
general characteristics. First and foremost, they must be noncon- 
troversial, since solidary benefits are weakened by any risk that 
the goal of the association might divide the membership or 
impair its prestige. The goal ideally will be related to some 
“cause” (the distribution of benefactions) but never to an “‘issue”’ 
(the conflict of ends), since such organizations seek to avoid 
conflict with other associations as well as to avoid it internally. 
Serving on a women’s auxiliary to the hospital board, raising 
funds with a ball or fashion show for some unobjectionable cause, 
and promoting a symphony orchestra or an art institute are all 
typical solidary activities. 

In addition, the goal ideally implies some principle which 
allows membership to be restricted. Women’s welfare groups are 
particularly illustrative. They are ranked, at least within general 
categories and sometimes with marked precision, by the women 


*This probably accounts for the fact that in most universities academic offices 
such as departmental chairman and dean, where solidary considerations (prestige 
and honor) are uppermost, are rotated more frequently than are positions in the 
central administration such as registrar and admissions director, where material 
incentives (income) may be primary. 
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themselves in terms of their prestige and social standing.’® This 
ranking is often institutionalized by linking the groups to organ- 
izations or causes which are themselves stratified socially. Univer- 
sity and hospital boards of trustees will usually have women’s 
auxiliaries, with the social standing of the women roughly equiv- 
alent to the wealth of the male trustees. Separate social rankings 
seem to exist for each major religion. This reflects both the 
church-connected basis of many of these associations (hospitals 
and charities usually have a religious affiliation) and what may 
be a tripartite status hierarchy in the United States.’7 The prin- 
ciple of exclusion is sometimes related to the purpose of the 
group: thus, only persons holding the doctoral degree may become 
professors, only Presbyterians may be on the Presbyterian hospi- 
tal board, and so forth. 

In some cases, however, the activity of the organization requires 
a broader membership base, at least from time to time. The Red 
Cross and the Community Chest are examples of solidary groups 
with unrestricted or open membership. This presents certain 
problems. By becoming a mass association with a large member- 
ship, the possibility of providing valued solidary rewards often 
declines. This is usually met by creating two levels of member- 
ship: one, composed, for example, of upper-middle-class women, 
forms the cadre of the association; the other, composed of lower- 
status women who serve as neighborhood canvassers to solicit 
funds and who perform seasonal tasks, comprises the floating 
membership. 

Solidary organizations cannot alter their activities as freely 
as utilitarian groups,’* partly because of their greater concern 

#*Joan Moore, “Stability and Instability in the Metropolitan Upper Class” (unpub- 
lished Ph.D. dissertation, University of Chicago, 1959), gives an analysis of the 
welfare associations found among Chicago upper-class women and a detailed discus- 


sion of two of them. Note alsc E. Digby Baltzell, Philadelphia Gentlemen (Glencoe, 
1958). 

"See Will Herberg, Protestant, Catholic, Jew (rev. ed.; New York, 1960), esp. pp. 
27-45. 

*Contrast Selznick (Leadership in Administration, p. 16), who says “a university 
has more such leeway [to develop in response to social forces] than most businesses, 
because its goal are less clearly defined and it can give more free play to internal 
forces and historical adaptation.” It is here suggested that the stated purposes of 
universities tend to constrict their behavior more than the stated purposes of business 
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with purposes (although purposes are derivative, not primary, 
incentives). To the extent that contributors are interested in the 
goals implied by their activities, executives will be constrained 
to adjust organizational activities to suit contributors’ interests 
and demands. If contributors disagree among themselves about 
them, stated purposes will be moderated to a lowest common 
denominator acceptable to all. In utilitarian groups, contributors’ 
behavior may be altered to correspond to altered organizational 
activities, but in solidary groups, activities will often be altered 
to correspond to the wishes of present and prospective contrib- 
utors. The price of organizational maintenance may be changes 
in goals. This necessity to adapt activities to the membership 
partly accounts for the vagueness and ambiguity of the publicly 
stated goals of most voluntary associations (including the two 
major American political parties). It also helps to account for rapid 
shifts in the interests and activities of voluntary associations and 
for the fact that ostensible purposes often change in the face of 
internal conflicts. 

More significantly, perhaps, solidary incentives will affect 
organizational structure and personnel practices so that solidary 
organizations will be much less flexible tactically than utilitarian 
groups. First, external actions intended primarily to increase 
prestige, stature, or “public image” are by no means identical 
with actions intended to achieve goals. For example, an organ- 
izational preoccupation with publicity may prevent secret action 
because secret activity is deemed to provide negative benefits to 
members of most solidary groups. Yet secret activity at times may 
be the most effective means to employ if goal attainment were 
the primary objective. 

Second, the frequent rotation of officers in such organizations 
reduces continuity of service and prevents the development of 


firms constrain theirs. University goals may be less clearly defined than businesses’, 
but they are certainly more widely known and they certainly establish constricting 
expectations on the part of their contributors. Few employees of a shoe firm would 
object if some of the firm’s resources were allocated to education, but universities 
could not easily be converted to the production of shoes. It would seem that the 
flexibility of business activities (and stated purposes) is limited mainly by sunk 
capital and established markets, and relatively little by the expectations of the people 
who work for businesses. 
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experienced elites. The need to recruit contributors of high status, 
or socially acceptable contributors, or those who are friendly, 
may well limit an organization’s external impact. In another 
case, a hospital board of directors composed entirely of “society” 
people is not well-equipped to solve problems involving Negroes, 
nor is it well-equipped to influence Negroes, even though a 
problem involving Negroes may be the outstanding issue facing 
the hospital. Finally, to paraphrase Chester Barnard, groups which 
rely upon solidary incentives must gladly tolerate foolish behav- 
ior, for the toleration—perhaps the adulation—of foolish behavior 
is the incentive that must be provided to maintain the contribu- 
tions of its perpetrators.’® 

The means selected by solidary groups must be appropriate 
to the class and status of the members and to their style of life. 
Class and status distinctions define possible incentives to an 
important degree. Middle-class, college-educated young adults 
can be brought into politics, if at all, only on the basis of a polit- 
ical style that involves the use of house parties, block clubs, demo- 
cratic processes, sophisticated public relations, contact with 
voters on the basis of issues, and a “clean” atmosphere. Political 
machine members, on the other hand, typically prefer “club- 
house” politics with women and outsiders excluded, contacts with 
voters on the basis of personal friendship and favors, a minimum 
of publicity, and allegiance to a single leader charged with the 
responsibility for getting jobs. Upper-class hospital auxiliaries 
find it appropriate to raise funds through charity balls at which 
socially prominent families are present; middle-class PTA groups 
consider it proper to raise money with cake sales, rummage sales, 
and so forth; lower-income church groups may prefer to raise 
funds with bingo games and lotteries. The goals may vary wide- 
ly but the means must not impair the members’ self-conceptions 
nor lower the standing of the organization in the eyes of the non- 
member audience with a comparable style of life. 

The basic internal tensions in this kind of group will occur 
over the distribution of personal prestige and organizational 
status and over the admittance of new members, who, while useful 


*Barnard, op. cit., p. 221, n. 2. 
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in pursuit of the organization’s stated purposes, are nonetheless 
regarded as personally or socially unacceptable to the existing 
membership. Such tensions can be very severe, and will be 
generally more severe than the tensions which typically arise 
in organizations relying upon material rewards. Status differen- 
tials apparently call into play some of the more basic emotions. 
And, while such tensions are not unknown in utilitarian organ- 
izations, they can there be assuaged by material compensations. 
A corporate official who fails to be promoted to a vice presidency 
may nevertheless be given a raise. But in voluntary associations, 
alternative incentives are rarely available. A personal slight may 
easily develop into an organizational conflict. 


Purposive Organizations 

Some groups rely almost exclusively upon their stated purposes 
as incentives to attract and hold contributors. The intrinsic 
worth or dignity of the ends themselves are regarded by members 
as justifying effort. Such a group is sometimes called an ideo- 
logical organization. Many reform and social-protest groups pro- 
vide the best illustrations—especially in the early stages of their 
existence. The communist parties represent approximations of 
a pure type. In contrast, local chapters of the NAACP are often 
difficult to distinguish from solidary groups. 

As in other types, the central incentive predicts the execu- 
tive’s basic preoccupations: to create and state organizational 
purposes in such a way as to maintain contributions of effort. 
Purposes become the basic instrument of unity; but at the same 
time they become the basic source of potential cleavage. Con- 
flicts over purpose—in purpose-oriented groups—will produce 
the most heated internal disputes. External actions will be efforts 
to achieve stated goals or to appear to be doing so. 

Incentives are typically derived from organization goals that 
imply change. Thus, purposive groups tend to be oriented 
toward issues rather than toward causes. The continual problem 
of purposive organizations is to select ends that divide the asso- 
ciation from other groups in the community without at the same 
time dividing the association’s members from one another. Where 
there is a clear and deep line of cleavage separating the group’s 
members from other persons in the commmunity it is easier to 


INCENTIVE SYSTEMS 147 

find such issues. Thus, the NAACP can find a relatively large 
number of ends which tend to unite most Negroes against most 
whites. Ends can also be chosen so that they cannot be opposed 
without exposing oneself to moral censure or clear public dis- 
approval. Such, for example, are the ends of the Crime Com- 
missions, which seek better police protection. Sometimes, as in 
political-reform groups, the ends unite the members against an 
opponent because the members are separated from the opponents 
by clear lines of class and status. Machine politicians of Italian 
descent can be opposed by upper-middle-class Anglo-Saxon 
Protestants with little danger, in the usual case, that the reform- 
ers will have mixed feelings about or disagree over the propriety 
of such reforms. 

The important aspect of most purposive organizations, how- 
ever, is that they usually experience great difficulty in denoting 
their ends with any degree of specificity. Usually, such associa- 
tions have general ends (“honesty in government,” “separation of 
church and state,” “civic planning,” “better schools’’) which 
cannot be reduced to concrete proposals without serious risk of 
alienating some significant part of the membership. As a result, 
purposive organizations are frequently immobilized in the course 
of a real issue. 

A less common problem afflicts those few purposive organiza- 
tions which can specify their concrete ends. The ability to do so 
is typically a function of an extremist ideology or a basic cleavage 
in society which results in the alienation of some articulate 
minority. In this case, flexibility as to goals is reduced by the 
moral or sacrosanct quality with which they become imbued. 
Purposes can be made specific at the outset because of the 
extreme or alienated position of the initial members (as, for 
example, with urban socialists, agrarian radicals, or religious 
cultists) who often join in reaction against some organizational 
alternative. Changes of stated purposes then either drive mem- 
bers out or cleave the group into fragments. The loss of mem- 
bers from communist or socialist parties with every shift in party 
line indicates that many members regard these shifts as changes 
in purposes and not merely as tactical maneuvers.”° 


"Simon, op. cit., p. 118. 
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Thus goals can be inflexible for one of two reasons. In the 
case of most purposive organizations (which are typically not 
central to the lives of their members), goals are general and 
irreducible. Attempts to make them more specific threaten to 
divide the group. In the case of other, less common purposive 
groups (in which the organization, for a variety of reasons is 
central to the lives of the members), goals tend to be specific 
but inflexible because of their sacrosanct quality. 

Tactical flexibility may be developed if members can be made 
aware of the crucial distinction between purposes and tactics. 
Success in this task will depend partly upon the size of the group 
and its elite, upon training and inculcation, and upon discipli- 
nary control (which may depend largely upon negative induce- 
ments—punishments). Selznick has explained the factors which 
made tactical flexibility possible in the Russian Communist 

Considerable attention will also be devoted to producing 
among members a sense of accomplishment—often spurious— 
which is essential in maintaining the force of the incentives. 
Executives can seldom point to significant steps taken toward 
achieving some explicit end, simply because in most cases the 
end cannot be made explicit. Thus, executives of purposive 
organizations frequently tend to stress the “service” functions of 
the association: disseminating information through newsletters 
and a speaker’s bureau, conducting research, mounting public 
relations campaigns on behalf of some general theme in which 
the group is interested, and the like. Service activities become a 
substitute for goal seeking. Rhetoric about “moral victories” 
may often replace actual achievements. If tactical flexibility is 
not possible, moral victories will have to replace actual accom- 
plishments. 

Failure to attain goals is a frequent source of intraorganiza- 
tional conflict. Members and leaders, seeking explanations for 
failure, often fall to accusing one another.*? Further, the goals 
of purposive organizations, particularly at the most general level, 
tend to be endowed with a moral or ideal rationale. Failure 

"Selznick, Leadership in Administration, pp. 45 ff., and The Organizational Wea- 


pon (Glencoe, 1960), ch. i. 
™Cf. March and Simon, op. cit., p. 119. 
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to realize ideals (as opposed to the simply utilitarian ends of the 
business firm) or disputes over the choice of ideals aggravates 
intra-associational conflict and produces a sense of frustration. 
This process is moderated in great part by the fact that most 
purposive associations have ends which are not held to be vital 
by most members. In cases where they are seen as vital, conflict 
is intensified. Thus, the NAACP is more likely to have internal 
disorder than the Citizens of Greater Chicago (which seeks only 
better government through reform legislation).*° 

Purposive as well as utilitarian and solidary organizations 
include both membership organizations and contributor organ- 
izations. Membership associations depend on numerous small 
contributions for finances, the votes of rank-and-file members 
for selecting officers, and the mobilization of volunteer workers 
for group ends. These groups include the American Jewish Con- 
gress, the NAACP, the Independent Voters of Illinois, and others. 
Intra-associational conflict is proportionally higher among these 
groups than among those which are based on contributors. 
Contributor associations receive donations from interested but 
not participating individuals, from business firms, or from other 
organizations. The work of the group is concentrated heavily in the 
hands of a paid staff with relatively little lay participation. Officers 
are chosen by a self-perpetuating board of directors with no 
popular contests. Examples of contributor-based groups would 
include the Chicago Crime Commission, the Anti-Defamation 
League of B’nai B’rith, and the Urban League. Contributor-ori- 
ented organizations tend to display fewer signs of internal conflict 
but also to be less likely to set explicit goals. A staff with a budget 
is typically more cautious than a volunteer officer with no tangible 
stake. 


ORGANIZATIONAL CHANGE 


If the behavior of organizations is closely related to their 
incentive systems, the dynamics of organizational change may 
be predicted by knowing the circumstances under which incentive 
systems change. It is here hypothesized that executives modify 
incentive systems in response tu changes in organizational environ- 


*Wilson, op. cit., chs. vi, ix. 
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ments and in response to resulting changes in contributors’ 
motives. The basic proposition is that incentive systems are modi- 
fied in such a way as to bring supplies of available incentives into 
balance with demands for incentives. 

For example, the executives of a manufacturing firm whose 
sales are declining will attempt to find and distribute something 
in addition to money to maintain the activity of employees. They 
may attempt to substitute prestige for money and award impres- 
sive-sounding titles to key employees; they may improve working 
conditions; or they may attempt to appeal to the workers’ loyal- 
ties to the firm and its traditions. Or a one-product firm may 
seek to diversify its operations in order to protect its supply of 
incentives against environmental change. 

Executives continually make slight shifts in incentives in order 
to meet from limited supplies the demands for incentives. The 
most frequent changes will be shifts from material to solidary 
inducements, and vice versa. Under most circumstances, execu- 
tives will avoid heavy reliance upon purposes as incentives, for 
these generally produce less stable and less flexible organiza- 
tions. It is difficult to maintain consistent efforts, for, to be effective, 
purposes must be popularized and made widely known to con- 
tributors. But this very popularization makes failures to achieve 
purposes more obvious to contributors, which in turn produces 
restlessness and dissatisfaction. (The failures of religious organ- 
izations to achieve their purposes may go undetected, for some 
purposes are to be achieved either in an afterlife or at a distant 
millennium.)*4 

Political reform groups, initially created to achieve major 
reorganizations of local governments, provide illustrations of 
these dynamics. As contributors discover that reform is pain- 
fully slow or impossible, executives attempt to redirect their 
attention to lesser ends—poll watching or neighborhood conser- 
vation—and simultaneously try to increase the importance of 
friendships, sociability, and organizational status as incentives. 
But as attention to the original purposes dwindles, contributors 
who had been induced by the reform goals leave the groups. If 


“See the description of the problems of a Negro religious sect in Essein Essein- 
Udom, Black Nationalism (Ph.D. dissertation, University of Chicago, 1960). 
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the groups persist at all, they do so at lower levels of activity 
and prestige.*® 

Moreover, fewer people are willing to accept organizational 
purposes as a primary incentive than are willing to accept mate- 
rial or solidary inducements. (At least this appears to be the 
case in contemporary America.) Hence, it is difficult to hold 
large numbers of people in purposive groups, especially if the 
groups require large contributions of activity. 

Finally, maintaining a purposive group—at any given level 
of activity—requires that the executive must direct the processes 
of obtaining and distributing incentives, but in purposive organ- 
izations, the executive himself must provide many of the incen- 
tives through constant efforts to clarify purposes and to exhort 
efforts to achieve them. It may be easier for him simply to obtain 
money or to generate solidary incentives.” 

However, under three conditions, usually temporary, in which 
alternative incentives are not available, purposes will be prin- 
cipally relied upon. 

1. Groups that produce or obtain few material or solidary 
incentives will be forced to rely mainly upon purposes; for 
example, voluntary associations composed of very poor or low-status 
members. 

2. During their formative stages, most groups will rely heavily 
upon purposes as incentives. Newly formed groups have few 
resources. Embryonic political clubs or parties usually possess 
only hopes; beginning voluntary associations merely have goals; 
even infant corporations may lack capital. After they become 
well-established, however, most organizations turn away from 
principal reliance upon purposes, for they can generate alterna- 
tive incentives that are more reliable and more economical. Thus, 
the decay of purpose and fervor in maturing organizations reveals 
more than mere “bureaucratization,” as it is sometimes called; 


*A description of this process in a Chicago reform group is presented in Clark, 
op. cit., ch. v. 

*These points suggest that organizational executives of exceptional energy to a 
large extent rely upon purposes to elicit activity. Conversely, when a group finds 
itself with an executive lacking energy, the group’s apparent purposiveness may also 
decline. 
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it is partly the result of conscious or unconscious shifts from 
purposes to more economical incentives.?* 

3. Organizations will rely upon purposes during crises. In terms 
of incentive analysis, a crisis is an interruption in the expected, 
normal flow of incentives (e.g., the effects of an economic depres- 
sion or a sudden injury to organizational prestige) or a sudden 
demand for additional contributions of effort, or both. Crises, 
of course, may be caused by changes either internal or external 
to the organizations. When such crises occur, executives are com- 
pelled to resort to appeals to shared and perhaps lofty ends. 
Labor unions unable to obtain wage increases for their members 
(or unions in which workers are apathetic and nonparticipative 
because their material expectations are being met) may postulate 
new purposes of a political or public-serving sort to maintain 
activity. Business associations that cannot obtain the material 
benefits businessmen want from governments may turn to 
rhetorical protests which are in some way related to what mem- 
bers believe to be the associations’ purposes.*® 

Earlier, the executive function was distinguished from the 
leadership function. When executives turn to purposes as incen- 
tives they are “leading”; this is what is meant by “leadership 
behavior.” It may now be seen that to the extent that an execu- 
tive relies upon purposes to maintain his organization, he must 
also fulfill the function of leadership. 

The analysis suggests that leadership (the use of purposes as 

*"Russia’s postrevolutionary history may illustrate these dynamics. It is also useful 
to compare the relatively mature contemporary USSR with the young, highly pur- 
posive, and extremist Communist China. This process has also been described in the 
case of Negro political organizations. See Wilson, op. cit., chs. ii, iii, iv; and Wilson, 


Two Negro Politicians: An Interpretation, Midwest Journal of Political Science, 
4 (1960), 346-369. 

*The National Association of Manufacturers may provide an example. The 
increasingly “ideological” nature of the NAM’s statements may be not only a cause 
but also a consequence of its political ineffectiveness. A staff member of a business 
association recently told an interviewer that “the NAM has a tremendous staff. It is a 
gigantic bureaucratic organization that is completely staff run. Their [staff members’] 
principal concern is to keep their members happy and to give to them what they 
want to hear. If they can say in seventeen ways that Walter Reuther is a Communist 
—so much the better.” The extremist statements made by “losing” organizations may 
result much more from conscious efforts to maintain organizations than from 
psychological frustrations. 
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incentives) will occur most frequently in groups composed of 
poor or low-status members, in newly created organizations, and 
in organizations facing internal or external crises.*® Leadership 
will arise less frequently in utilitarian organizations that possess 
adequate supplies of incentives. In such groups, executives and 
would-be leaders will conflict, for leaders’ attempts to introduce 
or change purposes will merely disturb the incentive system. 
In solidary groups conflicts between executives and potential 
leaders may also arise, because being a leader is often an incen- 
tive. 

These propositions help to explain fluctuations in leadership. 
At some times executives will devote attention to purposes; at 
other times they will concentrate upon obtaining and distributing 
material and solidary incentives. These fluctuations will be 
responses to changes in the supplies of available incentives and 
to the demands for them. It seems likely that when the active 
minorities or elites of organizations select new officers, they con- 
sciously or unconsciously select men with a greater or lesser 
concern for substantive purposes, according to how the elites 
see the organizations’ maintenance needs.*° 

Nothing has yet been said about the internal “distribution of 
power” as a factor affecting organizational behavior. Incentive 
analysis concentrates attention upon the executive as the focal 
point of internal power efforts to affect organizational purposes 
and behavior. From the executive’s point of view, the potential 
power of any contributor depends upon the effect that con- 
tributor’s presence or absence may have upon the survival of 


*Selznick (Leadership in Administration, pp. 107 ff.) suggests that leadership is 
required when “critical” rather than “routine” organizational decisions are needed. 
It is here suggested that, broadly speaking, “critical” decisions are impelled by 
declines in incentive stocks or increases in needs for contributions. 

*Leadership, of course, may also arise by “accident,” as when a man with great 
energy or strong personal proclivities toward substantive purposes is unknowingly 
selected to be the executive. Some men are more interested in achieving substantive 
purposes than they are in maintaining their organizations. Such tendencies toward 
leadership may be very useful at times, but the analysis suggests that they may also 
be injurious to organizational maintenance. Voluntary association staffs, therefore, 
devote much time to “training” their lay officers to understand the importance and 


tactics of organizational survival. 
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the organization.*! Major contributors need not overtly threaten 
to withdraw; prudent executives will anticipate their desires. 
(Such implicit or explicit threats will be called acts of power.) 

If internal power is based upon a contributor’s effect upon organ- 
izational survival, it is clear that power may be based upon a 
wide range of tangible and intangible resources and that the 
distribution of power will vary according to the type of incentive 
system upon which the organization relies. The most powerful 
man in the voluntary utilitarian association (e.g., taxpayers’ 
association) will probably be the biggest contributor of money; 
but in the social club the most powerful person may be the 
most popular. In certain other solidary groups, the most power- 
ful may be the most prestigious. The capacity of a trade union 
to withdraw all organized employees may produce more power 
vis-a-vis a business enterprise than the combined effect of many 
corporate officers and stockholders. 

These points imply that an individual will have power over 
a wide range of different organizations only when that individual 
possesses a wide range of incentive resources. That is, the 
possessor of material wealth will possess little power over solidary 
or purposive organizations unless he also possesses the resources 
for other incentives, e.g., prestige, amiability, lofty moral pur- 
poses, and others. 

This treatment of power also sheds light upon some of the 
crisis conditions which can impel executives to act as leaders. 
A contributor’s threat to withdraw may threaten a decline in 
incentive resources (on balance, a contributor may produce more 
incentives for the organization to distribute to others than he 
receives from it). The executive’s response to this threat will 
partly depend upon his assessment of the contributor’s impor- 
tance to the continuity of the group. If he judges him unimpor- 
tant, the executive may ignore his request and allow him to 
withdraw. 

But the executive’s response will also depend upon the kind 
of demand the contributor makes. All contributor demands— 

"Cf. Barnard, op. cit., p. 250, heading 3. The contributor’s actual power also 


depends upon the executive's assessment of the likelihood that the contributor will 
in fact withdraw. Is the contributor bluffing? Is the issue crucial to him? 
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all power acts—are demands for changes in the distribution of 
incentives. The contributor may seek more material benefits, or 
solidary perquisites, or—most significantly in terms of leadership 
behavior—he may demand either an increase in the importance 
of purposes or a substantive change in purposes. 

In the last case, a successful act of power will (by definition) 
stimulate increased leadership behavior. The executive may 
respond with leadership behavior, however, even if the power 
act is unsuccessful, for, although he may choose to ignore the 
demands, the crisis produced by the contributor’s withdrawal 
will often impel increased exhortations about purposes in order 
to compensate for the lost resources. In sum, then, acts of power 
tend to stimulate leadership behavior. 

As is evident, the method of incentive analysis is related in 
several important respects to certain theories of social stratifica- 
tion. Social stratification is perhaps the dominant single concept 
in contemporary American sociology and the central organizing 
variable for much social analysis. A theory of organization must, 
at some point, refer to this dimension of society. The relation- 
ship between incentives and power has been suggested. This 
mode of thought could be extended by noting the similarity 
between the three principal types of incentives (and also the 
three major types of organizations) and the three major dimen- 
sions of social stratification. Following Weber, society can be 
viewed in terms of the unequal distribution of wealth, prestige, 
and power, which are the basis for distinctions of class, status, 
and party.*? They correspond roughly to the distinctions made 
here between material, solidary, and purposive incentives (and 
organizations). Elites of wealth, prestige, and power may be found 
organized in groups which reflect the social value which the mem- 
bers possess to inordinate degree. Much of the difficulty in analyses 
of “elites” or “power structures” in the past has come from a 
failure to face squarely the problem of demonstrating that the 


"Max Weber, Essays in Sociology, trans. H. Gerth and C. Wright Mills (London, 
1948), pp. 180 ff. The parallel between Weber's scheme and the present one is, of 
course, not exact. For example, purposive organizations are not analogous to “party” 
except in the very general sense that all purposive groups necessarily are concerned 
with altering the distribution of power in society in order to achieve their goals. 
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disproportionate possession of one value (for example, wealth) 
leads inevitably to the disproportionate possession of another 
(fer example, power). Whether one value can be exchanged for 
another at a favorable rate in any given situation is a question 
about which little is known. The extent to which utilitarian, 
solidary, and purposive organizations tend (at least in America) 
to be empirically as well as analytically distinct suggests that 
wealth, prestige, and power—while related—tend to function 
separately and that, as a result, few organizations can easily com- 
bine the three values (or three incentive systems). 


ORGANIZATIONAL COMPETITION 


The importance of incentive systems also becomes evident in 
the relationships among organizations. Organizations that share 
certain attributes (issues, markets, members, resources) tend to 
compete with one another. This competition usually centers on 
conflicting claims for scarce incentives. Each organization seeks 
to assert and maintain its autonomy or distinctive competence in 
order that it may lay unchallenged claim to a stock of potential 
incentives. This competition ranges from business competition 
through union jurisdictional conflicts to the struggle between civic 
associations. Just as businesses compete for scarce potential incen- 
tives (contracts, orders, market shares, and so on), which can be con- 
verted into actual incentives, so solidary organizations compete 
for causes, recognition, stature, and so forth, which can be trans- 
lated into sociability and prestige, and purposive organizations 
compete for issues which can be translated into associational 
goals. 

The nature of this competition varies with the kind of organ- 
ization involved. Competition over tangible stakes tends to be 
more impersonal; it is somewhat easier to maintain a pattern of 
relationships with other organizations when the object of the 
struggle (a contract, for example) is distinct from the person or 
group acquiring it. When the stakes are intangible, the compe- 
tition is often more personal and more intensely felt. It is difficult 
to maintain genial relationships when the stakes are either 
endowed with a moral or sacrosanct quality (as with some pur- 
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poses) or are an attribute of personality and reputation (as with 
prestige, status, honor, conviviality, and so forth). 

Organizations seek to maintain themselves. Few disband 
willingly, as neither executives nor members are eager to end an 
activity that rewards them. To maintain themselves, these organ- 
izations must not allow other groups to capture the stock of poten- 
tial incentives. In doing so, organizations modify their character 
continually. The most obvious modification is by altering the 
stated goals of the organization. Ends are modified when previous 
ends have been achieved, when those ends cease to be an abundant 
source of rewards, or when another organization captures previous 
ends. Thus, Jewish community-relations agencies, created to 
defend Jews against organized anti-Semitism, now seek to attain 
general civil rights goals on behalf of other minority groups 
(particularly Negroes). Some Jewish “defense’”’ goals have been 
attained; those that remain cannot provide the large existing 
organizations with a sufficient supply of incentives; as a result, 
new ends must be selected. 

This commonly observed aspect of organizational activity has 
been called the displacement of goals.** Ends originally stipu- 
lated for the group—which, indeed, formed the reason for creat- 
ing the association—are displaced by other, and sometimes con- 
tradictory, ends which result from the need to maintain the 
organization, the bureaucratization of the organization, or changes 
in the environment of the organization.** If the principal goal 
is attained, then (as in the case of the National Foundation for 
Infantile Paralysis) other ends are substituted to extend the life 
of the group. This is an intended displacement of goals. Equally 
important is the unintended displacement of goals. A civic asso- 
ciation may exist to achieve some stated objective, but because 
of the nature of the issue, the inhibiting role of other factors, 


"Cf. Philip Selznick, An Approach to the Theory of Bureaucracy, American 
Sociological Review, 8 (1943), 49; Robert Merton, Social Theory and Social Structure 
(Glencoe, 1949), pp. 220-221. 

“Cf. Sheldon L. Messinger, Organizational Transformation: A Study of a Declin- 
ing Social Movement, American Sociological Review, 20 (1955), 3-10; David L. Sills, 
The Volunteers (Glencoe, 1959), pp. 62-77; and Herbert Garfinkel, When Negroes 
March (Glencoe, 1959), pp. 17, 170, 174. 
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or the large resources required to wield influence, the association 
may Only provide a legitimacy for more powerful actors who 
actually create the issue and determine the terms of its resolu- 
tion. Urban renewal and neighborhood conservation in Chicago, 
for example, was formally the object of a neighborhood associa- 
tion of very active members. The impetus for and terms of the 
actual renewal project came from a group of large institutions 
(business and university). The neighborhood association, with 
only a few exceptions, functioned to gain consent for the pro- 
gram, give it grass-roots legitimacy, and act as a lightning rod to 
attract and divert opposition. (To obtain this co-operation, of 
course, the more powerful group had to make some concessions 
to some of the substantive ends of the association.)** In large 
American cities, it may well be that this function is the most 
significant one performed by most civic associations.*® 

The proliferation of associations and the division of labor in 
society has meant that there is almost no way for an organiza- 
tion to preserve itself by simply seeking ends for which there 
are no other advocates. Thus, the maintenance of organizational 
autonomy is a critical problem. By autonomy we refer to the 
extent to which an organization possesses a distinctive area of 
competence, a clearly demarcated clientele or membership, and 
undisputed jurisdiction over a function, service, goal, issue, or 
cause. Organizations seek to make their environments stable and 
certain and to remove threats to their identities.*7 Autonomy 
gives an organization a reasonably stable claim to resources and 
thus places it in a more favorable position from which to com- 
pete for those resources. Resources include issues and causes as 
well as money, time, effort, and names. The intensity of the 
competition for these can be viewed as a function of the scarcity 
of resources and the autonomy of the association. Competition 
increases as resources become more scarce and as the autonomy 
or jurisdiction of two or more organizations becomes less clear. 

Various organizations can be compared on the basis of the 

*This is brought out in Peter H. Rossi and Robert Dentler, The Politics of Urban 
Renewal (Glencoe, forthcoming). 

*Cf. Banfield, Political Influence, and Clark, op. cit. 


"Cf. Earl Latham, “The Group Basis of Politics: Notes Toward a Theory,” in 
Heinz Eulau et al., Reader in Political Behavior (Glencoe, 1956), p. 236. 
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extent to which they compete. This comparison could be dis- 
played in a fourfold table as shown below. In cell I, would be 
found groups which are clearly autonomous and for which 
resources are relatively abundant. Solidary groups drawing upon 
upper-class women and firmly identified with a specific cause 
(the auxiliary board of a hospital) are relatively noncompetitive 
because resources and autonomy are both fairly high. Business 
or utilitarian associations, formed to pursue a clearly stated 
material end and deriving support from large corporations with 
a stake in that goal, are also relatively noncompetitive. In cell II 
are Negro civic associations (for example, the NAACP and the 


Table 1. Relationships among organizations. 


High Low 
resources resources 
High autonomy I II 


Urban League), which operate on the scantiest resources. Budgets 
are generally very small and the funds available from the com- 
munity meager (although conceivably not as meager as the 
budgets would suggest). But the functions of these two organ- 
izations are relatively clear and distinct. The scarcity of resources 
is partially offset by the small number of the groups and their 
relatively high autonomy. Each of the two major associations has 
a virtual monopoly over its special services—protest, legislative 
activity, and legal defense in one case; research, counseling, pub- 
lic relations, and community organization in the other. Thus, 
competition exists but it is not usually severe. These Negro groups 
can be compared to the Jewish community-relations associations 
in cell III. Here the resources are much more abundant—there 
are many affluent businesses and individuals on whom to draw 
for funds.** Such organizations, however, are also more numer- 
ous, and their individual autonomy is relatively low. The four 


*Fund raising in Jewish groups is treated in Norman Miller, “The Jewish Leader- 
ship of Lakeport,” in A. Gouldner, Studies in Leadership (New York, 1950), pp. 195 ff. 
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major Jewish “defense” associations have overlapping jurisdic- 
tions, share essentially the same issues, and compete for resources 
from a clientele that is only roughly differentiated by class and 
national origin. The rivalries of these groups are notorious and 
have been a theme of self-analysis.** In cell IV might be found 
embryonic organizations, lacking in both resources and autonomy. 
Such groups rarely survive without an “angel” (to provide a 
large stock of resources) or an unusual cause (to provide a degree 
of autonomy). 

Maintaining a distinctive identity, character, or autonomy is 
not easy. Ends sought may divide the membership. But eveu 
more generally, the kind of association that is desired is often a 
matter of dispute. There develop tensions between those who 
derive primarily solidary rewards from the groups and those 
who derive purposive rewards. For example, the NAACP is 
divided on occasion not only by conflicts of purpose, but by the 
question of the nature of the association itself. For many middle- 
class Negroes, the NAACP is a social group which provides sol- 
idary benefits, and this is reflected in the concern many of these 
members have for avoiding unnecessary conflict, adopting a mod- 
erate tone, and bargaining with whites rather than protesting 
to them. Other members shun solidary rewards and are satisfied 
only with purposive rewards. This implies an opposite strategy. 

The Negro leader who seeks to emphasize the solidary aspects 
of the association is in conflict (a2) with members who seek pur- 
posive rewards but also (b) with whites for whom the very essence 
of the association is one of protest, radicalism, and aggressiveness. 
Leaders become trapped in tension-producing conflicts between 
their interests and the interests of others, as well as between their 
definition of the nature of the association and the definition 
imposed upon them by outsiders with whom they must deal and 
who sometimes refuse to recognize NAACP officers as moderate 
men and insist on dealing with them as if they were radicals. 

Preserving the identity of the association is important for 
utilitarian groups also. They avoid including members whose 
presence might suggest that the group was bent on reform and 


™See Robert Maclver, Report on the Jewish Community Relations Agencies (New 
York, 1951), together with the rejoinders issued by various affiliated associations. 
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who might thus deter the contributions of others. Thus, some 
associations exclude Negroes simply in order to prove that they 
are not idealistic reformers seeking controversial ends—i.e., that 
they are not purposive.* 

Responses to problems of interorganizational competition are 
varied. Much of this competition remains chronic, but some 
modifications of structure and function occur under certain cir- 
cumstances. Such changes include (a) the creation of new agencies, 
(b) the allocation of functions, and (c) mergers. New agencies 
are created by existing associations when these parent groups are 
threatened with a loss of their tax-exempt status or when issues 
are divisive of their memberships. Both purposive and utilitar- 
ian associations habitually create ad hoc or “front” agencies to 
seek goals felt to be generally within the competence of the parent 
group but contrary to the character of that group. Thus, a com- 
munity-relations association whose maintenance requires it to 
proceed through bargaining and persuasion cannot engage in 
a militant protest campaign against public authorities. In this 
case, the staff of the agency will help to create an ad hoc group 
which will protest and in which the more militant members of 
the parent group can participate. Or new groups are created to 
settle jurisdictional disputes. When several Jewish agencies all 
offered services in the field of employment discrimination, the 
solution was to create a new agency, supported by the original 
groups, which provided the service for all on a common basis. 

The allocation of functions is repeatedly attempted in order 
to clarify and render certain the autonomy of competing organiza- 
tions. Allocating functions is typically easier when the competing 
agencies seek solidary rather than purposive incentives. Welfare 
services seem, in their nature, to be more divisible than civic 
issues. Jewish philanthropic agencies have found it easier to 
associate for the end of allocating functions (i.e., defining 
jurisdictions) and funds (i.e., bargaining over resources) in such 
collectivities as the Federation of Jewish Philanthropies than have 
Jewish reform groups which (at least in larger cities) resist incor- 
poration into such bodies as the National Community Relations 


“Cf. Clark, op. cit., ch. v. Most utilitarian organizations consciously seek to exclude 
members who have expectations of purposive rewards. 
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Advisory Council. Issues are more difficult to allocate than causes, 
and hence purposive associations experience more problems in 
defining their autonomy than solidary groups.* 

Mergers are rare and usually the result of external forces which 
compel this outcome. When two hospitals in Chicago merged 
for economic reasons, the solidary associations which were clus- 
tered around each were required to merge as well. This created 
difficulties, because one solidary group was small, distinctly 
upper-class, and based on social-register families, while the other 
was larger, more heterogeneous, and drew from middle-class 
sources.*? The special identity of each was jeopardized, and hence 
(particularly for the more exclusive one) the value of the solidary 
rewards was threatened. 

Many organizations, of course, co-operate rather than compete. 
The conditions under which co-operation can occur are obvi- 
ously of great importance. These conditions can be described 
in general, but they seem to vary in detail from society to society. 
The fact that logically comparable incentives sometimes produce 
dissimilar activity suggests the importance of cultural differences 
in incentive systems. 

Co-operation implies agreement by two or more organizations 
on a set of rules that will govern their behavior vis-a-vis one 
another in such a way that the autonomy of each is respected, 
an allocation of potential incentives is agreed upon, and the 
rewards of observing the rules are held to be greater than the 
rewards of breaking them. Clearly, certain kinds of organiza- 
tions are more likely to co-operate than others. Co-operation is 
most likely among utilitarian organizations and least likely 
among purposive groups. The same factors which facilitate co-op- 
eration within utilitarian organizations promote such co-opera- 
tion between these organizations. The stakes are impersonal and 
tangible, the incentives are divisible, the pay-offs are unambig- 
uous, and announced organizational purposes are both of minor 

“Cf. Ray Johns, The Co-operative Process among National Social Agencies (New 
York, 1946). He notes (p. 199) that co-operation is also related to formal structure. 
Agencies with a “federated” structure are more likely to co-operate than similar 


agencies with a “unitary” structure. 
“Cf. Moore, op. cit., chs. v, vi, vii. 
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importance and of little moral significance. Further, co-operation is 
more likely when the organizations involved are few in number and 
uncertainty can thereby be reduced. The consequences of the 
actions of each organization can be assessed with some precision, 
the number of decisions that must be made to evolve a co-op- 
erative formula are relatively few, and coalitions can easily be 
formed in order to punish those who violate the rules of co-opera- 
tion. 

The contrary of any of these conditions will generally make 
co-operation more difficult. In the case of many purposive organ- 
izations, the stakes are intangible and often personal, the incen- 
tives are indivisible, the pay-offs frequently ambiguous or uncer- 
tain, and organizational purposes are of crucial importance and 
often endowed with a moral rationale. Further, since purposive 
incentives are both intangible and infinite (the range of con- 
ceivable purposes, even within a given area, is as large as the 
range of conceivable ideas), it is difficult, if not impossible, to 
“control the market” sufficiently to prevent new organizations 
from arising or schisms occurring in such a way that co-operative 
agreements can ever be stabilized. A high degree of uncertainty 
will always prevail. 

Historical and cultural factors can alter these forces in sig- 
nificant ways. Some purposive organizations can co-operate in 
part, it seems, because their goals and autonomy have become 
traditional to the extent that real challenges are unlikely. 
Although rivals are possible, the organization has a sense of secur- 
ity and self-confidenc’ born of a long history and a recognized 
competence. Secure purposive organizations are more likely to 
co-operate than insecure ones.** Co-operation between purposive 
groups will also be facilitated if members are made aware of the 
distinction between tactics and purposes. If such a distinction 
can be made convincing, then (as with some communist parties) 
members will agree to co-operation for purely tactical reasons. If 
it cannot be made plausible, co-operation is more difficult. Co-op- 

“See James Wilson, “Negro Civic Leaders,” paper read before the annual meeting 
of the American Political Science Association, September, 1960, New York City, on 


the consequences of growing security for co-operation between Negro and white 
organizations on race relations. 
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eration with another group is unlikely if it implies accepting 
the other group’s purposes. After all, differences in purposes 
distinguish the two groups and justify their separate existence. 

On the other hand, some factors can reduce the likelihood 
of co-operation between utilitarian groups. Similar market situa- 
tions in Europe and America, for example, produce strikingly 
different competitive responses. There appears to be much more 
co-operation (cartelization, market sharing, administered pricing, 
and so forth) in European business than in American. These 
differences can apparently be accounted for only on the basis of 
differences in motive and varying assessments of the rewards of 
risk taking. When men place widely differing values on risk, 
they will respond differently to co-operative arrangements to elim- 
inate risk. There will be less co-operation among utilitarian 
organizations when the rewards of risk taking are felt to be high. 
As the next section implies, there may in America be a decline 
in the value placed on risk and uncertainty, and hence a shift 
in the nature of the incentive systems in utilitarian organiza- 
tions. 


MOTIVATIONAL CHANGE 


Over time, changes in the economy in moral beliefs, and in 
other attitudes produce corresponding changes in personal 
motives. The distribution of motives throughout the society 
defines the potential contributors to various organizations. As 
motives change, so will organizations. Some organizations will 
grow or decline spontaneously as the particular incentives they 
offer become relatively more or less appealing; other organiza- 
tions will make changes consciously. Incentive analysis per- 
mits some inferences about the dynamics of such long-term 
changes.** 

“If an organization persists, it may be asked, is this because a favorable balance 
of incentives happens to be available to it, or is it because of the executive's skill in 
obtaining and distributing incentives? The only answer is that the theory calls atten- 
tion to these difficult questions. The questions can probably be answered adequately 
only through careful gathering of data. Further, the test of organizational survival 
is probably too coarse a measure of executive skills. Subtle but significant differences 
among organizations may be ignored if one is preoccupied only with mere survival. 
We stress that we are concerned with the consequences of different methods of 
maintenance, not with maintenance simply. 
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The decline of political party machines illustrates one case. 
The monetary incentives that held machines together lost force 
as party workers became increasingly able to earn more money at 
jobs which were widely regarded as more respectable than party 
patronage positions and occasional corrupt rewards. Simultane- 
ously, the sources of the machines’ money were reduced by new 
laws controlling financial contributions, the rise of civil service, 
and the growing moral disapproval implemented by the spotlight 
of journalistic and academic publicity.“ Machines found them- 
selves increasingly composed of smaller numbers of less compe- 
tent party workers. Some machines disappeared. The character 
of other party organizations changed. Some are being staffed 
by amateurs who are impelled by the enjoyment of politics or by 
the good purposes which they impute to, and seek to impose 
upon, the political parties they serve.*® 

Large business corporations provide a second illustration of 
such long-term shifts. It is widely recognized that the officials 
of the largest corporations are now salaried managers rather than 
owner proprietors. Moreover, the income tax structure drastically 
decreases the dollar value of salaries at the higher income levels, 
and businessmen have been severely criticized for placing material 
gains above other considerations. These changes, coupled with 
what appears to be a generally increasing interest in a social 
status not measured entirely by dollars, have importantly reduced 
the significance of material incentives in the largest corporations.** 

“And, of course, the machines also declined as the incentives machine workers 
could offer became progressively less valuable to voters. The incentives of personal 
services and welfare no longer elicited contributions of votes for the machine as 


prosperity increased, governments provided bureaucratized welfare, and immigrants 
became more familiar with the society. 

“Cf. Heilbroner, op. cit., on Tammany’s decline and the influx of amateurs. See 
Francis Carney, The Rise of the California Democratic Clubs (New York, 1958), and 
James Q. Wilson, Intellectuals as Politicians (Glencoe, forthcoming) on the develop- 
ment of California political clubs induced partly by sociability. These trends suggest 
that local party organizations will provide less continuity of effort in the future, 
that traditional, routine local party chores will go unattended, and that unless 
substantial agreement develops about party purposes the parties will become 
increasingly fragmented. 

“Among the best analyses of what appear to be trends away from corporate 
“economic man” are Robert Gordon, Business Leadership in the Large Corporation 
(Washington, 1945), and Theodore Levitt, The Twilight of the Profit Motive (Wash- 


ington, 1955). 
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The executives of many large firms have responded to these 
trends more flexibly than political bosses by placing increasing 
reliance upon a wide range of solidary incentives, and occasion- 
ally upon certain social purposes as incentives. Corporation 
officials are strongly motivated by personal prestige and by the 
prestige of the firm. The size of the firm, rather than its net 
profit, becomes the index of prestige. The corporate drive to 
expand produces not only more material incentives but more 
prestige. Corporations are also increasingly engaging in commun- 
ity civic affairs through contributions of money and consider- 
able executive time. In the last few decades, the executives of 
some corporations have spoken more frequently about “business’ 
community responsibilities” and about the generalized social 
purposes that business helps to achieve. These activities are not 
solely directed as public relations to consumers and governments. 
Some of them, it may be suggested, are intended for internal 
influence. The community-serving activities of corporations are 
intended in part as incentives supplementary and complementary 
to salary and wages. It seems reasonable to predict a continuation 
and expansion of this form of corporate activity. 

The motivational trends considered here seem to be reducing 
the importance of material, and perhaps of purposive, induce- 
ments. At the same time, solidary incentives are apparently 
increasing in importance. This suggests gradual movement toward 
a society in which factors such as social status, sociability, and 
“fun” control the character of organizations, while organized 
efforts to achieve either substantive purposes or wealth for its 
own sake diminish. 


Richard Colvard 


Foundations and Professions: 
The Organizational Defense 


of Autonomy 


Five procedures used by philanthropic foundations of the risk-capital 
type are identified and analyzed as organizational defenses, i.e., admin- 
istrative procedures meant in part to reduce the foundations’ vulner- 
ability to control by their client professional groups, e.g. universities. 
The analysis reveals that such defenses undermine as well as bolster 
foundation autonomy, and specifies some basic characteristics of profes- 
sions in industrial societies that make it likely that such double-edged 
effects will be generated in all organizations having relations with 
professional groups. 

Richard Colvard is assistant professor of sociology, Department of 
Sociology, University of Texas. 


PHILANTHROPIC foundations concentrating on risk-capital 
grant making? feel they need considerable autonomy? to operate 


4Grant-making foundations subsidize the work of others, unlike operating founda- 
tions which conduct research themselves; combination types exist, however. See F. 
Emerson Andrews, Philanthropic Foundations (New York, 1956). On the function of 
risk (or venture) capital (embraced by many wealthy foundations), see F. Emerson 
Andrews, Legal Instruments of Foundations (New York, 1956), p. 12. 

*We follow Selznick here in regarding autonomy as “a condition of independence 
sufficient to permit a group to work out and maintain a distinctive identity,” although 
we partly differ with him on the effects of professional relations on autonomy. See 
Philip Selznick, Leadership in Administration (Evanston, 1957), p. 121. Cf. William 
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effectively but find themselves continually vulnerable to control 
by groups in their environment. The groups include not only 
legal agencies and political groups but also—and of most inter- 
est here—two functionally related kinds of professional groups: 
(1) the professions themselves, especially those concerned with 
scientific research, and (2) professionally oriented, but broader 
organizations such as universities. Although it is the major goal of 
risk-capital foundations to support and stimulate highly promis- 
ing innovative research and experimentation for which these two 
groups cannot obtain conventional support, many of the admin- 
istrative procedures used in dealing with them must be under- 
stood in part as organizational defenses of foundation autonomy. 
More specifically, we contend that staff specialization, expert con- 
sultation, executive investigation, cost participation, and program 
and client concentration—common administrative procedures 
used in association with the project method*—are all partly meant 
to reduce the foundations’ vulnerability to control by professional 
groups. 

Our analysis reveals that problems of client relations and politi- 
cal legitimacy are found even in organizations existing to give 
money away.* But our major objective is to use the foundation case 
to examine the general problem of the effects of relations with 
professional groups on organizational autonomy. We shall con- 
centrate first on showing that each organizational defense actually 
has double-edged effects on foundation autonomy,® i.e., under- 
mines as well as protects operating freedom. Then we shall argue 
that such effects (1) are due in part to the distinctive character- 
istics of the professions in industrial societies and (2) can be 


R. Dill, Environment as an Influence on Managerial Autonomy, Administrative 
Science Quarterly, 2 (1958), 409-443. 

*Analyses of the project method and of ideological defenses of autonomy are 
included in a larger monograph now in preparation, some sections of which are 
available from the author in article manuscript form. 

‘This paper is part of a monograph in process which is partly based on ideas 
developed in a field study dissertation. See Richard Colvard, “The Foundation and 
the Colleges: A Study of Organizations, Professions and Power in the Arkansas 
Experiment in Teacher Education” (unpublished Ph.D. dissertation, University of 
California, Berkeley, 1959). 

°Cf. the double-edged effects of informal groups in large organizations discussed 
in Leonard Broom and Philip Selznick, Sociology (Evanston, 1958), pp. 144-145. 
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expected in organizations of all kinds having relations with pro- 
fessional groups. In the final section we shall clarify and extend 
these related theses, which are of significance to sociology and 
administrative science. The immediate task is to examine the 
nature and effects of the five administrative procedures, as defenses 
of foundation autonomy. 


STAFF SPECIALIZATION 


One procedure foundations can follow to protect their auton- 
omy is to add specialists to their administrative staffs, i.e., perma- 
nently employ men from the professions they work with—profes- 
sional sociologists or biologists, for example—the field depending 
on the program area involved. Such men can help assess the merits 
of their academic colleagues’ proposals and furnish ideas for proj- 
ects themselves. They can also improve foundation-client communi- 
cation, translate professional jargon, and draw on their privilege of 
penetrating the protective barriers of professional secrecy. Staff 
specialization, in sum, can protect autonomy by providing 
access to and partial control over clients by tapping professional 
knowledge and creativity while reducing the possibility of exploi- 
tation of the foundation through the technical ignorance of its 
officers. 

A major difficulty with this procedure is that its gains, both in 
communication and in protection, are often acquired at an 
increasing price. For one thing, specialists do not easily shed 
commitments to colleagues and research perspectives built up in 
the prolonged process of professional training;* yet if they retain 
such commitments they become less effective appraisers than 
would be desirable for maintaining the confidence of clients and 
the very purpose of the risk-capital mission itself. Their effective- 
ness declines even further if grantees learn to tailor proposals to 
their known biases.? For another, research fields now subdivide 

*See Richard Colvard, “The Profession and the Person: A Sociological Approach,” 
in Jack Culbertson, Paul. Jacobson, and Theodore Reller, eds., Administrative Rela- 
tionships (Englewood Cliffs, 1960), pp. 44-50. 

"See, for example, The Study Committee, Report of the Study for the Ford Founda- 
tion on Policy and Program (Detroit, 1949), p. 106. Like government officials employed 


by manufacturers seeking to utilize their familiarity with contracting procedures, 
staff specialists are also sometimes recruited back into academic institutions partly 
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and grow so rapidly that even active researchers are hard-pressed 
to keep abreast of their specialties. This makes many men drawn 
to foundation staffs gradually subject to definition as “outsiders” 
and to deference more for their role in making grants than for 
their professional competence. As new role expectations are 
applied, barriers go up and the effectiveness of staff specialization 
as a counteractant to professional influence goes down. 

The net effect of staff specialization on autonomy would vary 
with the individual case. Our main point here is that the persist- 
ence of commitments, the rapid development of knowledge, and 
the internal evaluation of competence are all general sociological 
features of professions likely to have double-edged effects on 
autonomy. Like the next procedure to be discussed, staff special- 
ization is actually a particular form of co-optation, i.e., of power 
sharing, and like co-optation in other contexts* it tends to 
undermine as well as to bolster organizational autonomy. 


EXPERT CONSULTATION 


In screening original proposals and appraising work completed 
or in progress, foundations sometimes supplement or even 
replace staff specialization with the use of outside consultants 
and advisory boards. Consultation with persons or groups of high 
competence and prestige gives some substance and considerable 
illusion of objectivity and rigor in evaluation; it thus can reduce 
both the likelihood of undue donor bias and of political and 
professional criticism for such bias.® 


because of their familiarity with foundation personnel, preferences and procedures. 
Such recruiting will probably increase because of the universities’ need for funds and 
their growing tendency to use the size and number of grants and fellowships as 
indicators of success. On the general search for quantitative indicators, see Gideon 
Sjoberg, “Operationalism and Social Research,” in Llewellyn Gross, ed., Symposium 
on Sociological Theory (Evanston, 1959), pp. 611-616. 

*See Philip Selznick, TVA and the Grass Roots (Berkeley and Los Angeles, 1949); 
also James D. Thompson and William J. McEwen, Organizational Goals and Environ- 
ment, American Sociological Review, 23 (1958), 23-31. 

"See Charles V. Kidd, American Universities and Federal Research (Cambridge, 
Mass., 1959), pp. 107-108; for a provocative analysis of this general type of problem 
see the discussion of “decision by inspiration” in James D. Thompson and Arthur 
Tuden, “Strategies, Structures and Processes of Organizational Decision,” in James 
D. Thompson et al., eds., Comparative Studies in Administration (Pittsburgh, 1959), 
pp. 202-204. 
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An obvious but important problem here, however, is that the 
foundations can easily become overdependent on consultants who 
may be limited in their receptivity to new ideas, their objectiv- 
ity about their own research perspectives and fields, and their 
knowledge of promising individuals and institutions other than 
their own disciples and universities. The committee set up to 
advise the Ford Foundation (before its great expansion) warned 
it to avoid overreliance on advice from “men in the existing 
research councils, their committees, the societies and associations 
on which they are based, and other organizations well informed 
in the field.”?° Committee members, including many men them- 
selves in academic professions, felt that advice from such quarters 
was likely to be too cautious, and, furthermore, that individual 
professional researchers were too likely either to support their 
own colleagues or to define many projects as less promising or 
precise than ones they could do themselves. In general, highly 
specialized research workers would find it particularly difficult 
to help make executive decisions, e.g., about which projects were 
most worthy of actual inclusion in the foundation budget.™ 

Another general difficulty is that consultation places one or 
more layers of experts between the responsible foundation officers 
and the actual grantees. This increases the time and paper work 
involved in processing grants and reduces the legitimacy of an 
important political defense, the argument that foundations can 
operate more efficiently than government agencies. 

Mere awareness of the difficulties of outside consultation is, 
of course, not enough to overcome them, or to avoid the paradox 
of actually slowing the advance of knowledge by rewarding able 
researchers for spending a great deal of their time appraising the 
work of less competent men. Some foundations have learned to 
solve part of the problem of dependence on consultants by using 
them as checks on each other and by avoiding continued reliance 
on the same ones. But both of these procedures can easily jeop- 
ardize program continuity and the progressive evolution of sys- 


Study Committee, op. cit., pp. 107 ff. 
"On this general issue see Harold J. Laski, The Limitations of the Expert, 
Harpers, 162 (1930), 101-110. 
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tematic operations, including the cultivation of working friend- 
ships advantageous to foundations and consultants alike. 

In general, whether cross checking and rotation are used or 
not, outside consultation can easily lead to an expansion of the 
issues confronted by the foundation,’* and a consequent blurring 
of the risk-capital mission, e.g., through the compromise choice 
of projects that are only remotely related to each other and that 
are more acceptable and more skillfully written’® than truly inno- 
vative. The difficulties encountered in outside consultation, found 
also in staff specialization and the next procedure to be dis- 
cussed, are symptomatic of a general dependence on professional 
knowledge generic to industrial societies—a dependence likely 
to increase in incidence and impact on foundations and on other 
organizations as specialization continues." 


EXECUTIVE INVESTIGATION 


The foundation may have its own experienced executives 
evaluate prospective projects and assess work in progress. Although 
they may lack current technical knowledge, their general prestige 
and greater power in foundation affairs can give such men access 
to centers of communications and influence within grantee organ- 
izations closed to more specialized consultants. It may also be the 
case, as Kidd argues for federal grant making, that the higher 
university officials likely to be contacted by foundation executives 
are constrained by their executive roles to develop more balanced 
and long-run perspectives on the problem of outside support 
than those of the individual persons or groups frequently pro- 
posing specific projects. To the extent that this is true, the foun- 
dations can utilize internal administrative information and power 
as another sort of check on the technical knowledge and dis- 
ciplinary biases of the professional individuals, departments, or 
associations they deal with. 

Whether combined with internal administrative control or 
not, however, executive investigation can quickly generate coun- 


*Thompson and Tuden, op. cit., pp. 207-208. 

%Cf. Kidd, op. cit., pp. 107-108. 

“Cf. Alvin Gouldner, “Organizational Analysis,” in R. K. Merton, Leonard Broom, 
and Leonard S. Cottrell, Jr., eds., Sociology Today (New York, 1959), p. 408. 
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tercontrols based on norms of academic freedom and professional 
autonomy. Risk-capital foundations are particularly sensitive 
here, partly because scientific ideology holds that breakthroughs 
are more apt to come when researchers are left free to pursue prob- 
lems they have personally chosen. Such choice is not always possible, 
but undue administrative interference from any quarter is often 
resisted, particularly after grants have been made. A major rea- 
son is that too frequent progress reports or conferences can keep 
researchers immersed in paper work, throw them off stride, or 
otherwise reduce the effectiveness of their work. Resistance of 
this sort is not always effective of course. For one thing, it is not 
always expressed; for another, like university administrators, foun- 
dation executives vary in the degree to which they actually honor 
scientific and academic norms. But interest in goal attainment 
and awareness of the political vulnerability of foundations and 
colleges both tend to make such men fairly sensitive to the dangers 
of encroaching on autonomy. As H. Rowan Gaither has put it: 


Foundations must have respect for the integrity of those institutions 
which have been granted foundation money. Integrity implies inde- 
pendence, and no action of the foundation, before or after a grant is 
made, should be permitted to undermine this independence.*® 

The actual practice of the philosophy stated by Gaither varies 
considerably, but few foundations can ignore it continually. If 
they become too much involved in actual projects, they are apt 
not only to arouse the ire of organizations quick to defend their 
own autonomy on both legal and professional grounds, but also 
to acquire more responsibility for the character, the objectivity, 
and even the effectiveness of projects than they find politically 
desirable. Both such issues actually became central ones in a large 
foundation project which some opponents labeled the “Arkansas 
Purchase.”’!" 

Many of the fiscal procedures to be discussed next are meant 
to overcome the consequences just described by placing much 


%Cf. Warren G. Bennis, The Effect on Academic Goods of Their Market, Ameri- 
can Journal of Sociology, 62 (1956), 28-34. 

The President’s Review,” The Ford Foundation Annual Report (New York, 
1956), p. 23. 

"See Colvard, “The Foundation and the Colleges,” op. cit. 
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of the responsibility for the effectiveness of projects on the 
grantees actually conducting them. But like executive investi- 
gation, such procedures can be only partly effective as organ- 
izational defenses, because the foundations actually face expec- 
tations of a basically contradictory character.!* For example, even 
if they were not themselves motivated to do so as sound manage- 
ment, some political groups expect the foundations to have some 
executive check on projects and to maintain other types of con- 
trols over grantees.’® But living up to these expectations not only 
can directly hamper the very work the foundations seek to stimu- 
late, as we have shown; it also can indirectly threaten their politi- 
cal legitimacy by undercutting two of the foundations’ vital 
ideological defenses: (1) that these foundations do honor grantee 
autonomy, and (2) that much of the work they sponsor is scien- 
tific and thus objective and politically neutral. Put in another 
way, the foundations bolster their own legitimacy by working 
through professional groups, which have reputations for inde- 
pendence and objectivity. When executive investigations (or 
other administrative procedures) undermine the independence 
of such groups, e.g., universities, the foundations become vulner- 
able to political as well as professional retaliation. 


COST PARTICIPATION 


As another important but imperfect procedure meant to help 
protect autonomy, foundations often use financing procedures 
involving grantee participation. It is a stipulation in many proj- 
ects that grantees must agree to provide part of the money 
initially necessary; in others grantees must agree to support the 
project without foundation help after trial transition periods; in 
still others various combinations of initial, matching, or temporary 
grants are used. By insisting on cost participation the foundation 
can sponsor a greater number of projects and at the same time 
give each grantee considerable fiscal, as well as administrative 
and professional, responsibility for project effectiveness. Both 

*For an interesting general discussion of such situations see Gideon Sjoberg, 


Contradictory Functional Requirements and Social Systems, Conflict Resolution, 


4 (1960), 198-208. 
*Cf. J. C. Kiger, Operating Principles of the Larger Foundations (New York, 1954), 


pp. 76-77. 
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grantee and foundation can then legitimately feel and claim they 
are upholding organizational self-reliance. 

Although many grantee organizations would prefer to have 
the foundation pay all the costs, the prospect of even partial foun- 
dation support can help some of them get funds from other sour- 
ces. Such a widening of the fiscal impact of a grant, sometimes 
referred to as “‘leverage,”’ can thus often seem desirable to grantees 
as well as to foundations. One reason not implied already is that 
the difficulty of evaluating projects and grantees leads some foun- 
dations, particularly the smaller and newer ones, to give grants 
to institutions which other foundations have investigated and 
found to be promising and productive. Skillful college admin- 
istrators learn to pyramid grants by successfully interesting a 
series of foundations.*° 

From the standpoint of foundation autonomy, use of cost par- 
ticipation can let foundations utilize at least some of the grantee 
organizations’ internal checks and balances in its own interest. 
When grantees share project costs, it is less likely that they will 
let themselves become too dependent on grants from a single 
foundation, or that grants (to colleges and universities) will result 
in (or at least be largely responsible for) uneven curricular devel- 
opment and shifts in internal power alignments—two frequent 
by-products of foundation giving to colleges and universities. In 
part because the cumulative problem-solving, problem-discover- 
ing nature of the research process itself generates an inexhaustible 
demand for funds, cost participation can thus provide controls 
over grantees that are indirect yet definite and flexible. When 
carefully and considerately used, such controls make it easier 
for risk-capital foundations to aid grantees without dominating 
them. Cost participation, in short, partly protects foundation 
autonomy by limiting financial commitments to particular pro- 
grams and clients and by placing considerable fiscal, moral, and 
political responsibility for projects on the grantee organizations 
themselves.** 


Some cut-rate service stations use a similar procedure in avoiding credit investi- 
gation costs by honoring credit cards of major oil companies. 

“On the grantees’ “final responsibility for projects,” see Gaither, op. cit., pp. 22-23. 
Foundations sometimes increase such an allocation of responsibility by not com- 
mitting themselves in advance to support the publication of grantees’ research 
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Like the other procedures, however, cost participation has 
double-edged effects in practice, in this case both for foundations 
and for grantees. One contradictory consequence is that for some 
grantees the availability of foundation money may actually reduce 
the chances of getting adequate funds from regular private or state 
channels. This was an issue in the Arkansas Experiment in 
Teacher Education previously mentioned, the original costs of 
which (eventually coming to over three million dollars) were to 
be paid by a large foundation. Some of the state college admin- 
istrators did not favor the state-wide conversion to the system 
originally proposed, but could not defend their position to the 
state legislature. As one key respondent put it: 


The members of the state legislature were interested. They said, ‘““What 
the hell is the matter with [X College] up there? They don’t want to 
take fifty or one hundred thousand dollars that someone wants to give 
them and yet they’re up here at the legislature crying for money all the 
time.”’22 

Restriction of grants to growing-edge activities, which grantees 
can either afford to take over eventually or discontinue without 
undue disruption, is a means of partly overcoming the danger of 
jeopardizing regular income and core activities. But not only are 
United States colleges and universities chronically underfinanced, 
they increasingly have innovative research and experimentation 
as core activities, especially universities.** Basic scientific research 
in particular generates a continuous demand for funds, which 
can seldom be met without foundation or federal aid. Conse- 
quently, at the minimum, the problem of predicting the long- 
run financial effects of grants puts pressure on the foundation 
to be generous about the size and the duration of grants. 

A second and related contradictory consequence of cost parti- 
cipation is that the grantees’ need for funds, e.g., matching funds 
from internal or other external sources, can be another source 
of pressure on foundations to support widely acceptable projects, 
that are often more sound than innovative. Bowing to such pres- 


findings, a procedure also partly fiscal in character. See, for example, Kiger, op. cit., 
p. 79. 

*“Colvard, “The Foundation and the Colleges,” op. cit., p. 390. 

*See the related discussion in Kidd, op. cit., pp. 84-93. 
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sure reduces the credit that the foundations can honorably claim 
for the direct stimulation of innovation. A related effect here 
is that, like the use of consultants, cost participation gives pro- 
fessional groups some voice in and responsibility for projects, 
but also jeopardizes the foundation’s political legitimacy. It 
reduces still further the credit they can claim for operating 
effectively.** 

Finally, and perhaps most important in the long run is the 
fact that cost participation only partly relocates and by no means 
permanently solves the problem of screening and evaluat- 
ing projects. The inherent ambiguity of pioneering research and 
the grantee’s greater technical knowledge of its meaning and 
requirements make it more feasible for grantees to promote 
and prolong support of projects of unknown promise or ambiguous 
value. And the same drawbacks to specialization (and delega- 
tion) make it more difficult for the foundations to evaluate their 
own success. Working in what has been described as a “never- 
never land,” which lacks any of the “ordinary bench marks that 
people use in real life to see how they’re doing,”* risk capital 
foundations find it hard to improve operations in a measurable 
(and demonstrable) way and thus to maintain the continued con- 
fidence of both the professional and the political groups on which 
they are dependent.” 

To summarize, cost participation is not simply a means of 
supporting more projects and increasing the fund-raising impact 
of each project. It is meant (1) to help free foundations from costly 
and entangling commitments to particular programs and _par- 
ticular grantees and (2) to discourage clients from becoming 
overdependent on external funds; for the permanent paradox 
facing the foundation, as Kiger has succinctly put it, is that their 


“On the “delicate question of claiming credit,” see Kiger, op. cit., p. 10. 

*Former foundation executive cited in Dwight Macdonald, The Ford Foundation 
(New York, 1952), p. 124. 

*The difficulty of evaluating the effectiveness of research, one of the chief reasons 
that foundations have been alternately praised and damned by educators, scholars, 
and politicians since they first came into prominence in the early decades of this 
century, is also an intrinsic difficulty in research professions, universities, and all 
organizations with “general, unappraisable ends.” Cf. Orville G. Brim, Jr., Sociology 
and the Field of Education (New York, 1958), pp. 22-23. 
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own freedom of action is “in the last analysis dependent upon 
the independence of their grantees.’’** But the perpetual financial 
needs of clients and the increasingly specialized and intrinsically 
vague character of frontier work frequently combine with a 
shared political vulnerability and produce double-edged effects 
on the autonomy of both foundations and grantees. 


PROGRAM AND CLIENT CONCENTRATION 


Few operating procedures have aroused more antagonism 
within and among client professional groups than the related 
techniques of concentrating support on certain kinds of programs 
and certain kinds of clients. Like those already considered, these 
final procedures to be discussed are meant in part to reduce the 
foundations’ vulnerability to professional control but actually 
have double-edged effects. 


Program Concentration 

Risk-capital foundations prefer broad statements of purpose 
but at a given time usually work within more limited program 
areas. Even within the chosen areas, most try to avoid what Fred- 
erick Gates (an early Rockefeller Foundation official) called 
“scatteration,” i.e., making many small and unrelated grants.*§ 
The costs of evaluating projects, a frequently discussed reason for 
avoiding small grants, is not the only consideration. Program 
concentration can bring a unity of effort capable of increasing the 
probability of achieving some stragetic (and visible) results and 
attracting more attention to a given field and its problems. It can 
also facilitate the maintenance of a discreet division of labor with 
other foundations and with governmental agencies, and be a 
means of developing in both trustees and staff a familiarity with 
a field and the men in it sufficient to help reduce the dependence 
on grantees’ or advisors’ inside information and _ technical 
knowledge. 

But increasing organizational competence through program 
concentration not only takes considerable time; it also tends to 
generate difficulties discussed in connection with the use of con- 


"Op. cit., p. 79. 
*See the discussion in Macdonald, op. cit., p. 59. 
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sultants—difficulties actually common to institutionalization in 
other contexts, e.g., the habitual or otherwise inflexible reliance 
on certain kinds of ideas, procedures, or clients. The sporadic 
character of the accumulation of excess profits is not the only 
reason old donors often establish new programs or even new 
foundations. Setting up new organizations often seems to be the 
most rational way of keeping at work on the ever-expanding 
frontiers of research—even though doing so means that founda- 
tion trustees and executives will face new problems of communi- 
cation, recruitment, and external commitment.” 


Client Concentration 

Program concentration is often supplemented by concentration 
of support on strong clients, i.e., colleges, universities, or research 
institutes already having superior research and financial resources, 
and high professional reputations. This procedure is defended 
by foundations on several grounds.*® One, of course, is that in 
risk-capital giving the economic need of clients is not meant 
to be a major consideration; it is not a palliative form of philan- 
thropy. A second is that to get truly innovative results, it makes 
sense to support competent workers; and in identifying such men 
it would be folly to ignore completely the rankings and facilities 
of institutions, departments, and individuals within the various 
professions. (As Kidd notes of a parallel procedure in federal 
grants, “the university structure of the nation has a highly concen- 
trated research capacity.”*) A third reason is that, at least in this 
country, the confluence of prestige and wealth in academic insti- 
tutions makes it more feasible for high-ranking institutions to 
afford risk-capital projects. It is not simply that strong clients may 
already have research-oriented faculties, good libraries, expensive 
research equipment, and more funds for matching grants. They 
are also less apt either to have the prospect of foundation grants 
hamper the raising of funds from regular sources or to find the 
discontinuance of grants catastrophic. We have already seen, e.g., 


*See the general discussion of this issue in Philip Selznick, Leadership in Admin- 
istration (Evanston, 1957), pp. 90-133. 

“Cf. E. V. Hollis, Philanthropic Foundations and Higher Education (New York, 
1938), pp. 27-58. 

"Op. cit., p. 55. 
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in the discussion of cost participation, how such effects can gen- 
erate both professional and political pressures for changes in 
foundation policies and procedures. 

There are still further reasons for client concentration, how- 
ever. As David Riesman has explained, there is a “snakelike pro- 
cession” in American higher education.*? Lesser institutions con- 
tinually tend to adopt programs once favored by those at the 
head of the procession; giving to the leaders can thus be an impor- 
tant means of spreading interest in foundation programs and the 
particular problems on which they are focused. It also brings both 
prestige and generous financial aid to at least some of the existing 
opinion leaders and prestigious institutions and can thus help 
shield the foundations from public criticism by the professional 
persons and groups currently favored, and many seeking aid as 
well. This is important not only in the academic sphere, but as 
indicated earlier, it can also reinforce the foundation’s political 
legitimation. In recent congressional hearings the generally vig- 
orous defense of risk-capital activity made by eminent scientists 
and educators lent prestige and power to the arguments advanced 
by foundation leaders.** 

Nevertheless, client concentration can also reduce foundation 
autonomy. For example, when intensively combined with pro- 
gram concentration, client concentration can actually upset pres- 
tige ranks and power arrangements both within particular grantee 
organizations, (e.g., the power balance among schools and depart- 
ments of a given university), and among various professions com- 
peting for funds, (e.g., those in the natural and the social sciences). 
Either sort of disruption can stir up vigorous professional pres- 
sure for the revision of foundation procedures.** 

It is true that recent increases in the number of foundations 
(and in the scope and volume of governmental support for scien- 
tific research) have probably intensified the possibilities of dis- 

“Constraint and Variety in American Education (Lincoln, Neb., 1956), p. 25. 

*See, for example, the testimony in the U.S. House of Representatives, Hearings 
before the Select Committee to Investigate Tax-Exempt Foundations and Comparable 
Organizations (62nd Congress, 2d sess., Washington, D.C., 1952). 

“For a recent and militant statement see Jacques Barzun, The House of Intellect 
(New York, 1959), pp. 175-215. Cf. Carl Rosenquist, Academic Colonialism, South- 
western Social Science Quarterly, 35 (1954), 3-10. 
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ruption and the generation of criticism and countercontrol 
measures. But this is simply an intensification of a general prob- 
lem. As we shall explain in the next section, the likelihood that 
concentration and an unequal distribution of grants will disrupt 
interprofessional and interuniversity prestige and power relations 
and generate cycles of program expansion and contraction is 
inherent in the nature of professions and professionally com- 
mitted organizations such as universities. It is sufficient here to 
observe that foundations (and academic institutions) encountered 
the same problem in earlier eras, when the giving of large endow- 
ments was preferred to the project method. James B. Sears, in a 
pioneering study, effectively expressed the problem raised by 
program and client concentration in observing that “giving help 
to my competitor is in a sense the equivalent of doing harm to 
ne. 


CHARACTERISTICS OF PROFESSIONS AND 
FOUNDATION AUTONOMY 


Our study has indicated, first, that the five procedures discussed 
must all be considered partly as administrative defenses used by 
risk-capital foundations; second, that as defenses against profes- 
sional as well as political control, such procedures actually 
undermine as well as bolster autonomy. It appears not only that 
foundations share problems common to other organizations, but 
also that their experience highlights the importance of recogniz- 
ing that professional relations involve the reciprocity and mutual 
control that are common features of many social relations.** We 
can summarize these findings and their implications more spe- 
cifically, however, by stressing the importance of recognizing some 
of the distinctively defining characteristics of professions in indus- 
trial societies and then attempting to review and tentatively 
generalize about the nature and consequences of those char- 
acteristics indirectly revealed in the foregoing analysis. Three 


“Philanthropy in the History of American Higher Education (Washington, D.C., 
1922), p. 82. Cf. the case of liberal arts and teacher education in Colvard, “The 
Foundation and the Colleges,” op. cit., ch. ii. 

“Cf. Alvin W. Gouldner, The Norm of Reciprocity, American Sociological Review, 
25 (1960), 162-164. 
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in particular stand out: (1) strong internal controls, (2) competitive 
external dependence, and (3) extensive geographical dispersion. 


Strong Internal Controls 

Individual professions tend to develop strong social controls 
over their members. Scientific professions in particular not only 
acquire intellectual command over limited spheres of important 
technical knowledge and complex techniques requiring extensive 
training; they also maintain considerable fiscal and moral con- 
trol over individual careers. Colleagues, not employers or clients, 
are the major reference groups for the professional.** And pro- 
fessionals, as Everett C. Hughes summarizes it, “claim the sole 
right to judge knowledge and practice in their field of activity.’’** 

When risk-capital foundations employ professionals for their 
own staffs, utilize special consultants, and carry out executive 
investigations of projects, they build bridges to needed knowledge 
and prestige, but the same bridges inevitably become points of 
entry for professional power sufficient to blunt the foundations’ 
goals and freedom of operation. 


Competitive External Dependence 

Professions, especially in industrial and democratic societies, 
share a long politically legitimized tradition of service to society,*® 
but as organizations they inevitably compete and conflict with one 
another for the support of public and private groups of many 
kinds. Private foundations provide only a fraction of the political 
and financial support which professions, and the colleges and 
universities that train and employ professionals, require. 

Considered and skillful use of cost participation and program 
and client concentration can help reduce some of the threats to 
foundation autonomy posed by the professions’ strong internal 


‘Alvin W. Gouldner, Cosmopolitans and Locals: Toward an Analysis of Latent 
Social Roles—I, II, Administrative Science Quarterly, 2 (1957), 281-306; 2 (1958), 444- 
480; T. Caplow and R. McGee, The Academic Marketplace (New York, 1958). 

“Institutions,” in Alfred M. Lee, ed., Principles of Sociology (2d ed., rev.; New 
York, 1951), p. 270; also Hughes, “License and Mandate,” in his Men and Their 
Work (Glencoe, 1958), pp. 78-88. 

*For an earlier condition in England, see T. H. Marshall, The Recent History of 
Professionalism in Relation to Social Structure and Social Policy, Canadian Journal 
of Economics and Political Science, 5 (1939), 325-340. 
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control. But these are partly accommodative, wealth-spreading 
procedures, predicated from the outset on a recognition of the 
continued dependence of the professions on external assistance 
and the extensiveness of interprofessional rivalry. 


Extensive Geographical Dispersion 

Comparatively speaking, professions (and their component 
members and subgroups) are spatially decentralized.“° They 
develop semipermanent roots in particular communities, partly 
through need for libraries and other research equipment and 
for teaching and research employment, partly through the con- 
venience of having administrative headquarters. But more than 
any other type of group, professions exist in a complex sort of 
social suspension. They function through the recurrent and serious 
taking into account of the findings and expectations of members 
widely dispersed within the universities, corporations, government 
agencies, and other major institutional components of a contin- 
ually growing number of industrial societies. 

Whatever organizational procedures they employ, and whatever 
their net effects on autonomy, foundations working in professional 
fields deal with groups whose functional boundaries extend 
beyond the doors of a particular research shop or the gates of a 
particular university campus. Grants of any kind will inevitably 
affect prestige and power relations both within particular colleges 
and universities and among such universities and the various 
professions linked to them. 


SUMMARY 


Staff specialization, consultation, investigation, cost participa- 
tion, and the coupling of the project method with program 
and client concentration are all procedures, which in various 
direct and indirect ways can reduce but not eliminate the depend- 
ence of risk-capital foundations on professional knowledge and 
their vulnerability to professional control. Strong internal controls 
over technical performance and personal careers, active and per- 
sistent rivalry for political and financial support, and the intricate 


“Cf. the interesting discussion in William J. Goode, Community within a Com- 
munity: The Professions, American Sociological Review, 22 (1957), 194-200. 
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interdependence of activities conducted in widely dispersed loca- 
tions all appear to be general sociological features of professions 
which would generate double-edged effects on the autonomy of 
organizations developing relations with them. Further exploration 
of the character and consequences of efforts to maintain the auton- 
omy (and effectiveness) of individual large-scale organizations 
and the autonomy of the professions with which they are increas- 
ingly interwoven is one of the most pressing tasks of sociology and 
the emerging science of administration.*! 


“Cf. Robert C. Stone, “The Sociology of Bureaucracy and Professions,” in Joseph 
S. Roucek, ed., Contemporary Sociology (New York, 1958), 491-506. 
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Ray H. Elling and Sandor Halebsky 


Organizational Differentiation 
and Support: A Conceptual 


Framework 


Every organization depends upon its environment for the elements 
it requires for achieving its goals. To some degree, organizations with 
similar purposes compete for these elements. Both internal and external 
factors may affect the receipt of support. Sponsorship is examined as 
an example of the relationship between support and internal charac- 
teristics. Support received by short-term general hospitals is measured 
in terms of funds, patients, and community participation. The differ- 
ential support received by local governmental and voluntary hospitals 
is interpreted as indicating a social-class role of government. The impli- 
cations of the findings for a theory of support may be that sponsorship 
serves to differentiate organizations and to connect them to segments 
of the community which offer varying amounts of support. 

Ray H. Elling is an assistant professor and director of the hospital- 
community relations study, Sloan Institute of Hospital Administration, 
Graduate School of Business and Public Administration, Cornell Uni- 
versity; and Sandor Halebsky is a research assistant at Cornell. 


IN 1958, of the twenty-one million admissions to nonfederal, 
short-term general hospitals in the United States, almost one- 
1This research is supported by N.I.H. Grant W-127. The authors gratefully 


acknowledge the assistance they have received from others associated with the project, 
particularly Professors Milton I. Roemer, Rodney F. White, and Vaughn Blankenship. 
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fifth—approximately four million—were to city or county hos- 
pitals.? Codes of medical ethics as well as general values of our 
society lead us to expect that patients handled in these hospitals 
will have in general as good treatment and facilities as those cared 
for in other institutions. Yet if a hospital does not receive adequate 
support, it is not as likely to achieve its goals as the well-supported 
hospital. Thus patients in such a hospital would be handicapped 
because of social elements not directly related to their illness.* 

It is interesting but hardly accidental that social science re- 
search has only very recently developed an interest in the prob- 
lem of hospital support.* Medical care expenditures in general 
and expenditures for hospital care in particular have risen sig- 
nificantly in recent years both in this country’ and abroad.* Added 
to these personal expenditures have been the large outlays for 
hospital plant and facilities which in turn require large sums 
for maintenance once they are established. Increased spending for 
health services and facilities has occurred for a number of 
reasons—increased specialization of medicine, rapid change in 
technology and need for hospital improvements, increasing costs 
of equipment, rising staffing ratios, higher salaries, and so on." 
In capital expenditures alone, with population expansion, rising 
demand for hospital care, and costs per hospital bed ranging 
around twenty thousand dollars, the investment of almost ten 


*Estimate made from Hospitals, 33 (guide issue; Aug. 1, 1959), Part 2. 

*Differential treatment according to social characteristics rather than diagnosis has 
been documented elsewhere. Cf. A. B. Hollingshead and F. C. Redlich, Social Class 
and Mental Illness (New York, 1958). 

‘Sol Levine and Paul E. White, Exchange as a Conceptual Framework for the Study 
of Interorganizational Relationships, Administrative Science Quarterly, 5 (1961), 583- 
601. A study of hospital-community relations has begun at the University of Michi- 
gan. A study in Mississippi used judges to rate community relations of hospitals in 
general, but did not consider explicitly the receipt of support. See J. V. D. Saunders 
and J. H. Bruening, Hospital-Community Relations in Mississippi, Rural Sociology, 
24 (1959), 48-51. 

*Health Information Foundation, Our Increased Spending for Health, Progress in 
Health Service, 9 (Feb. 1960). 

*T. E. Chester, Health and Hospital Services in the United States, A Comparative 
Analysis, The Hospital, 56 (Sept.—Oct., 1960), 15. 

"Henry N. Pratt, Factors Affecting Hospital Costs, New York State Journal of Medi- 
cine, 60 (1960), 369 ff. 
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billion dollars between 1945 and 1959 for new hospitals has been 
insufficient to keep up with the needs.® 

But increasing expenditures, though important, are not the 
only reason for current concern with the problem of hospital 
support. Over the last century, the hospital has changed from a 
segmental institution, serving only those who could not provide 
adequate facilities at home, to a community institution used and 
valued by almost all segments of the community. Coupled with 
this development of greater contact between hospital and com- 
munity, however, has been a gradual depersonalization of treat- 
ment relationships attendant upon increased specialization and 
complexity. Thus while the hospital is more recognized and valued 
for its potentialities, it may incur resentment because of its cost 
and impersonality. Public criticism is reflected in numerous 
popular articles and opinion polls.* It has become a practical 
question of some import, then, to discover the types of hospitals 
and kinds of settings which have been associated with the hospi- 
tal’s receiving support under our relatively unregulated system 
of hospital care. 

Many factors may affect the ability of an organization to achieve 
its goals. Internally there may be a lack of harmony; members 
of the institution’® may be unclear as to goals; there may be con- 
flicts between goals; or there may be other internal factors 
familiar to students of organizational theory."? On the other hand, 


®Principles for Planning the Future Hospital System (U.S. Department of Health, 
Education and Welfare, Public Health Service Publication No. 721; Washington, 
D.C.: U.S. Government Printing Office), Table 3, p. 216; Edward T. Chase, Revolution 
in Hospitals, Architectural Forum, 111 (Aug., 1959), 127 ff. 

*For example, see special supplement, The Crisis in American Medicine, Harpers, 
221 (October, 1960), 121-168; and E. L. Koos, “ ‘Metropolis—What City People Think 
of Their Medical Services,” in E. G. Jaco, ed., Patients, Physicians and Illness (Glen- 
coe, 1958), pp. 113-119. 

*The terms “institution” and “organization” are used interchangeably here to 
mean a group of persons organized in a division of labor into a hierarchy of social 
roles to achieve certain purposes and having at their disposal shared vocabulary and 
some physical setting and materials. See Everett C. Hughes, The Study of Institutions, 
Social Forces, 20 (1942), 307-311, for the distinction between the use of the word 
“institution” in this sense and its use in the sense of a practice such as “marriage” 
or “property.” 

“James G. March and Herbert A. Simon, Organizations (New York, 1958). 
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environmental conditions may also influence effectiveness. Com- 
petition with other organizations,’? changing societal definitions 
of goals,’* shifts in the legitimacy granted to an institution,’* and 
general economic and cultural conditions’® can influence the 
organization’s attainment of objectives directly’* or through their 
influence on support. 

In view of the importance of relations between an organization 
and its environment, it is curious that social scientists have been 
preoccupied in their empirical researches with human relations 
within organizations.** There are a number of exceptions,!® but, 


“Walter B. Miller, Inter-Institutional Conflict as a Major Impediment to Delin- 
quency Prevention, Human Organization, 17 (1958), 20-23; also, Marshall E. Dimock, 
“Expanding Jurisdictions: A Case Study in Bureaucratic Conflict,” in R. K. Merton, 
et al., eds., Reader in Bureaucracy (Glencoe, 1952). 

James D. Thompson and William McEwen, Organizational Goals and Environ- 
ment: Goal Setting as an Interaction Process, American Sociological Review, 20 (1955), 
206-210; Burton R. Clark, Organizational Adaptation and Precarious Values, Ameri- 
can Sociological Review, 21 (1956), 327-336. 

“Clark, op. cit.; Christopher Sower et al., “The Death of the Health Council,” in 
Community Involvement (Glencoe, 1957), ch. xi. 

*Sheldon L. Messinger, Organizational Transformation: A Case Study of a Declin- 
ing Social Movement, American Sociological Review, 20 (1955), 3-10. The organization 
facing a new cultural environment may have to incorporate a new role, that of the 
intermediary; see John Adair, The Indian Health Worker in the Cornell-Navaho 
Project, Human Organization, 19 (1960), 59-63. 

%*A comparative study revealed that good patient care is achieved in Swedish 
hospitals with fewer personnel per patient than in American hospitals. There is 
evidence that more than one of the conditions we have mentioned may be operating 
directly on goal attainment. For example, the author suggests that efficiency may be 
greater because of the presence of full-time physicians, thereby avoiding the dupli- 
cation and likely confusion. On the other hand, a general cultural emphasis on hard 
work and co-operation may help explain the findings. Cf. Paul A. Lembcke, Hospital 
Efficiency—A Lesson from Sweden, Hospitals, 33 (1959), 34-38. 

“William F. Whyte, Man and Organization, (Homewood, IIl., 1959), Part I; Amitai 
Etzioni, New Directions in the Study of Organizations and Society, Social Research, 
27 (1960), 223-228. 

Philip Selznick, TVA and the Grass Roots (Berkeley, 1949), and those works al- 
ready noted. Also, William R. Dill, Environment as an Influence on Managerial 
Autonomy, Administrative Science Quarterly, 2 (1958), 409-443; Amitai Etzioni, Inter- 
personal and Structural Factors in the Study of Mental Hospitals, Psychiatry: Journal 
for the Study of Interpersonal Processes, 23 (Feb., 1960), 13-22; John M. Gaus, Public 
Administration and the U.S. Department of Agriculture (Chicago, 1949); Neal Gross, 
Some Contributions of Sociology to the Field of Education, Harvard Educational 
Review, 29 (1959), 275-287; Morris Janowitz et al., Public Administration and the 
Public (Ann Arbor, 1958); Charles Perrow, Organizational Prestige: Some Functions 
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generally, external relations and particularly problems of gaining 
support have been underemphasized.’® 

Some attention has been given to support, in the minimal sense 
of elements necessary for group existence and maintenance. 
Georg Simmel, for example, gave attention to such essential 
elements as a name, banner, or other identifying symbols. He also 
pointed up the importance of numbers of individuals both in the 
formation of certain types of groups and in lending continuity 
to groups.” Malinowsky has clarified other essential elements of 
an institution—a system of social roles reflecting a division of 
labor, material facilities, and a statement of purpose.*! Only recent- 
ly, however, has support, beyond conditions of mere group 
existence and maintenance, come into focus.” 


and Disfunctions, American Journal of Sociology, 66(1961), 335-391; Robert V. 
Presthus, Social Bases of Bureaucratic Organization, Social Forces, 38 (1959), 103-109; 
Robert Somer, The Mental Hospital in the Small Community, Mental Hygiene, 
42 (1958), 487-496; James D. Thompson et al., eds., Comparative Studies in Admin- 
istration (Pittsburgh, 1959). For earlier works with impiications for the study of 
organization and environment, see O. D. Duncan, Urbanization and Retail Speciali- 
zation, Social Forces, 30 (1951), 267-271; A. B. Hollingshead, Elmtown’s Youth (New 
York, 1949); Everett C. Hughes, The Ecological Aspect of Institutions, American 
Sociological Review, 1 (1936), 180-188. Many studies of the operation of political 
parties in different settings are also relevant, of course. For a work that treats the 
environment as the major motive force in human development, consult H. T. Buckle, 
History of Civilization in England (New York, 1913), especially Vol. I, pt. I. 

Generally, when an organization’s relationship to its environment is studied, 
it is primarily in terms of its attempts to maximize its power or influence. Thus 
there is consideration of the activities of interest groups in general, as in David 
Truman's The Governmental Process (New York, 1951); or of particular interest 
groups, as for example Wesley McCune’s The Farm Bloc (New York, 1943); Grant 
McConnell’s work on the American Farm Bureau Federation, The Decline of Agrarian 
Democracy (Los Angeles, 1953); or Oliver Garceau’s study of the American Medical 
Association, The Political Life of the American Medical Association (Cambridge, 
Mass., 1941). There is little direct attention given, however, to an institution's ex- 
ternal relationships as these center upon the particular problem of its obtaining 
support from the environment. 

®The Sociology of Georg Simmel, Kurt H. Wolff, trans. and ed., (Glencoe, 1950). 

=4 Scientific Theory of Culture (Chapel Hill, 1944). He uses the notion of the 
charter to exemplify the goal statement of an institution. This implies an excessively 
formal and explicit statement, however, which is inappropriate for the study of many 
informal organizations. 

=Levine and White, op. cit. This paper conceptualizes exchanges between health 
organizations. The definition given to exchange admits of negative interactions such 
as insults, impediments, or more serious signs of conflict, but the authors’ develop- 
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This research set out to discover the aspects of the hospital and 
its environment that are related to the hospital receiving some of 
the elements it needs in order to give good patient care.*? We 
suggest a framework to study the relations between internal and 
external variables or attributes of an organization and the sup- 
port it receives from its environment. This paper will report our 
findings with respect to one internal attribute, namely sponsor- 
ship.** As used in this framework, support refers to an institution 
receiving from its environment those elements it needs to achieve 
its goals. Without support an organization cannot be effective. 
As used here, support is held to be both an independent variable 
determining various internal aspects of hospital effectiveness and 
also a dependent variable determined by various internal aspects 
of the hospital and by external characteristics of the hospital com- 
munity. In the study reported here, the external characteristic 
of particular importance is the stratification system. It is held that 
the research findings support the interpretation that hospital 
sponsorship is important in determining the elements in the 
community stratification system with which the hospital will be 
associated. Different sponsorship leads to different associations. 
This in turn influences the degree of support forthcoming from 
the community to the hospital. 

Many comparisons of extreme differences in support might be 
made from those examined. To take one, there is the county 
hospital in an urban center which closed its doors just as the 
study was starting. It was a short-term general hospital like all 


ment of this concept seems to include only positive interactions between organiza- 
tions, that is, those which would aid in the attainment of goals. Thus the use of 
exchange by these investigators is equivalent to our notion of support. 

*An early statement of the research plan and suggestions from exploratory studies 
is given in Milton I. Roemer and Rodney F. White, Community Attitudes toward the 
Hospital, Hospital Management, 89 (Jan.-Feb., 1960). A research note on variation 
in types of support appears in Ray H. Elling, What Do We Mean by Hospital Sup- 
port?, Modern Hospital, 96 (Jan., 1961), 84. 

“The term sponsorship designates the nature of the controlling and administra- 
tive body legally responsible for a hospital. Four types of sponsorship are common: 
a voluntary, nondenominational corporation; a governmental body—either city, coun- 
ty, state, or federal; a religious organization; or a private individual or corporation. 
In this paper, local governmental (city and county) hospitals are compared with 
voluntary, nondenominational hospitals. 
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the others in the study. The community, according to a Com- 
munity Chest report, needed more beds, but this hospital was 
located in a converted jail and its facilities had not been reno- 
vated. This example might be compared with two voluntary 
hospitals in the same city which merged and obtained enough mon- 
ey from a fund drive and Hill-Burton (federal) aid to build a new 
plant. The county hospital had lost in its relative proportion of 
admissions over the years and the other two had gained. The coun- 
ty hospital had an insignificant staff of volunteer workers associated 
with it while the other two, especially after their merger and the 
construction of the new building, had a very active staff of volun- 
teers. These women not only worked in the hospital but made 
articles in their homes for the hospital gift center and sought 
subscriptions for new equipment, art works for the lobby, and 
contributions for patient-library facilities. The new hospital, as 
compared to the county hospital, had considerably more funds, 
patients, and volunteers. 

These are important elements of support but they are not the 
only ones. A hospital also needs a qualified and devoted staff, 
active board members, a generally favorable climate of attitudes, 
and other help as well. The elements of support required for 
any particular type of institution depend upon its needs with 
respect to achieving its goals. In the case of a friendship group, 
support may be determined simply by conditions affecting the 
frequency of members’ interaction and the extent of their identi- 
fication with the group. In the case of a complex organization 
like an industrial concern or a hospital, the elements of support 
will be manifold. 

We could compare the county hospital with the merged volun- 
tary hospital in many respects. As Talcott Parsons points out, 
any system may be regarded in its “internal” and “external” 
aspects.2> We might point up differences in size, qualifications of 

*General Theory in Sociology, in R. K. Merton et al., eds., Sociology Today (New 
York, 1959), p. 5. Parsons’ treatment of “external” and “internal” follows Homans’ 
development of these concepts. This approach treats the external elements of an 
organization as those which mediate between the particular organization and its 
environment, whereas internal elements are those relationships which are concerned 


with the integration of the elements which compose the organization. While our 
research employs these distinctions, we also use these terms to distinguish between 
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medical staff, equipment, number of services, socioeconomic 
characteristics of patients, death rates, and other “internal” char- 
acteristics. On the other hand, we could also discuss differences 
between these hospitals in their relations to the environment. 
Although the hospitals discussed here are in the same community 
and therefore differences in the over-all environment cannot 
operate to influence support, as they might in the case of a cross- 
community comparison, it is clear that there may be differential 
ties to the community which help to explain the differences we 
noted in support. Doctors of the merged voluntary hospitals may 
tend to belong to the country club while doctors in the county 
hospital may be general practitioners with relatively low incomes 
who play golf at the municipal golf links. The patients may come 
from different social-class levels and living areas. The board mem- 
bers of the voluntary hospitals may come from top prestige and 
influential levels while the county hospital may have mainly the 
less influential lawyers or businessmen on its board. 

The community stratification system within which the hos- 
pital must function and seek support is an external feature to 
which it has to adjust. Any given system of vertical stratification 
tends to order the institutions, associations, individuals, 
behaviors and ideologies in a community into a hierarchy of 
prestige groups with certain associated values. Of particular impor- 
tance for this research is the fact that institutions may become 
identified with given elements of the stratification system. Such 
identification may be in part a matter of intent and in part a 
matter of latent operation of the stratification system. 

The hospitals within a community may be regarded as players 
in a game who seek to differentiate themselves, as would mem- 
bers of any social system, both with respect to their internal 
characteristics and with respect to their ties to the environment.”® 


characteristics or components of the hospital (for example, number of personnel per 
patient) and those of its surrounding community environment (for example, per 
capita expendible income). Thus our use of “external’ may refer to external relations 
as well as characteristics of the context. 

*Everett C. Hughes, in a personal communication regarding an earlier draft of 
this paper, has reminded us of this important point. See further Norton Long, The 
Local Community as an Ecology of Games, American Journal of Sociology, 64 
(1958), 251-261. 
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This may be a conscious process, as when the administrator of one 
hospital tries to establish ties to a medical school before admin- 
istrators in other hospitals are able to do so. Much of this differ- 
entiation seems to occur in a latent way with little deliberate 
action or awareness of how the system operates. The importance 
of institutional differentiation for our problem is that it may 
influence a hospital’s relative ability to draw support from its 
environment. 

The sponsorship of the hospital was one of the internal char- 
acteristics which we felt would be related to environmental sup- 
port. From the point of view of the surrounding community, 
knowledge of the controlling body of an organization is essential 
in determining whom the institution represents. Within a system 
of stratification, in other words, the nature of the sponsoring 
group is important in differentiating an institution from others 
in terms of its class character and consequently, it was felt, might 
result in the organization’s being associated with different sources 
having varying amounts of support to offer. 


METHODS AND PROCEDURES 


The data-gathering procedures of this research were carried out 
in two phases. The first, from which the findings of this paper 
are taken, consisted essentially of gathering from a number of 
sources data on support, internal characteristics, and community 
characteristics for all (136) upstate New York short-term general 
nonproprietary hospitals. Of this group, 90 were voluntary and 
nondenominational; 23 were local governmental hospitals. This 
phase of the study was intended (1) to permit a check on hypothe- 
sized relationships between internal and environmental characteris- 
tics and community support by securing information on enough 
cases to allow cross tabulations to be made and (2) to permit the 
selection of high-low support pairs for detailed comparison during 
the field-study phase of the research. In this second phase, two 
hospitals of similar size and sponsorship in single-hospital towns 
provided one comparison. Other comparisons were made between 
two well-supported hospitals and two poorly supported hospitals 
in the same urban center. One objective of the field study was 


nic 

ar- 

ces 
nt. 

ity 

10t 

ial | 
we 
lay 

ity 

1es 

ne 

m- 
nd 

he 

to 

mn 
is, 

of 

1e 

a 

rs 
n- 

2] 

26 

of 
4 


194 ADMINISTRATIVE SCIENCE QUARTERLY 


to gather data on internal hospital characteristics. Visits were 
made to each, using observation, interviewing, and questionnaire 
techniques. Another purpose of the field study was to examine 
the relationships between the selected hospitals and their com- 
munities. Consequently, data on these relationships and the social 
organization of the communities were gathered through interviews 
with key informants and through interviews and questionnaires 
administered to three categories of persons—community leaders, 
practicing physicians, and the general public. This data should 
contribute significantly toward further clarifying the relation- 
ship suggested here between sponsorship, social stratification, and 
support. Analysis of data from the field-study phase is in process. 
The present paper is based on the first phase in which data were 
collected from the census of hospitals. 

Like any other type of organization one might study, the hos- 
pital shades off into other institutions. There are, for example, 
nursing homes and sanatoriums, which one would hesitate to 
exclude from the category of hospitals. On the other hand, there 
are some organizations called hospitals which hardly fit the usual 
pattern. Thus it was decided somewhat arbitrarily to include 
only those institutions listed in the 1959 American Hospital 
Association’s annual guide issue of Hospitals. This resulted 
in the exclusion of eleven institutions that have the word 
“hospital” in their names but are not listed in the guide because 
they do not meet certain minimal criteria. The study sample 
further excluded proprietary hospitals, long-term hospitals (those 
with an average length of stay of 30 days or more), special hos- 
pitals (those treating one disease such as tuberculosis or mental 
illness), and those in or near the New York metropolitan area. 
It was thought that the remaining 136 could be regarded as 
relatively homogeneous with respect to goals,?* disease range, and 

“As Levine and White indicate, op. cit., the objectives of an organization are 
important determinants of what it receives from and sends to other organizations. 
There is variation among the hospitals in our sample as to their emphasis on teach- 
ing and research. There is also variation in the diseases treated, since some may 
receive a higher proportion of serious cases or more cases of a particular type such 
as maternity or operative. These are ways in which hospitals are differentiated from 


one another and may influence the support received by the institution. Some vari- 
ation in these respects is desired, however, in order that their effects can be 
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length of stay, but would still allow variation in important internal 
and external characteristics without involving the complexities 
of the metropolitan environment. 

Since it would be difficult to study the degree to which a com- 
plex institution receives every element it needs to fulfill its goals, 
we limited our examination to three important types of support 
which could be measured relatively easily. 

Feeling that a hospital needs sufficient funds for expansion to 
meet the increasing utilization of hospitals and for improvements 
to adjust to a rapidly changing technology, we constructed a 
monetary support index from information about donations, fund 
drives, increase in permanent endowment, bond issues, Hill- 
Burton aid, and other governmental appropriations. Income from 
patients was excluded since there is considerable evidence that 
hospitals in our system need and desire as much external income 
as they can obtain, even to balance their budget in current oper- 
ations, to say nothing of making capital improvements.** Dollar 
amounts were obtained for a ten-year period, 1949-1958, from 
several sources*® and were totaled. Results were expressed in 


examined. But it is felt that relative homogeneity as to goals exists. The goal of profit 
has been more or less excluded by omitting proprietary hospitals. And it is probably 
true that almost all hospitals mix teaching and research in some degree with patient 
care. In any case, it is relatively safe to assume that good patient care is the dominant 
goal in all our hospitals, for it is the goal by which the hospital gains legitimacy 
and it is the rallying point around which disputes as to hospital organization are 
usually settled. In this connection, see the exchange between a medical administrator 
and a representative of the American Board of Radiology: Albert W. Snoke, Finan- 
cial Relationships between Radiologists and Hospitals, Hospitals, 34 (Jan. 16, and 
Feb. 1, 1960), 38-42, 43-45 ff.; also Paul R. Hawley, Responsibility of the Hospital 
to the Community, Hospital Progress, 37 (May, 1957), 86-88 ff. 

*“The chronic difficulties, however, which many (administrators) even among the 
bigger American hospitals experience, their uncertain recourse to flag days, charities 
and community chests for making up existing deficits are a wholesale reminder that 
perhaps we (in Britain) have made some progress since the war!” Chester, op. cit., 
p. 13. 

”The New York State Joint Hospital Survey and Planning Commission provided 
information on Hill-Burton funds. Information on money received from fund drives, 
bond issues, and other governmental funds was obtained from a mail questionnaire. 
Annual reports made by all hospitals to the New York State Department of Social 
Welfare yielded data on donations from community chests and other sources for 
current operations and gave information on increases in permanent endowment 
funds; these reports also yielded information for validating monetary support since 
we were able to calculate increase in plant value. 
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terms of dollars per 100 beds in order to control for size of hos- 
pital. Since great reliance could not be placed on the exact 
dollar amount obtained by totaling figures from several sources, 
it was decided to place the distribution into broad categories of 
high, medium, and low. 

Aside from the financial support it gains from patients, the 
hospital obviously must have patients in order to fulfill its goals. 
Also, if a hospital gains significantly in admissions, the adminis- 
trator is able to make a good case that it should expand. The 
guide issue from 1949 to 1958 of Hospitals provided information 
on admissions which served as an index of patient channeling.*° 

The third type of support examined was community parti- 
cipation in the hospital. Measures of volunteer activity and per- 
sonnel turnover were used to reflect this type of support.*? 

In order to facilitate some aspects of the analysis, a general 
index of support was constructed on the basis of each hospital's 
position with respect to funds, patients, and community partici- 
pation.*? It should be noted that while we refer to this as a “gen- 
eral index”’ it is not an index of general support, which would 
have to include many more types of support. 

Information was obtained from numerous sources on internal 
hospital characteristics such as number of physicians on the staff, 

An attempt to use rate of occupancy as the index of patient channeling failed 
because it can increase as a result of decreasing the number of beds and reporting 
habits were found to vary considerably. The term “patient channeling” is used 
instead of “‘patient choice” in recognition of the factors other than patient election 
(such as doctor's preference) that determine which hospital a patient goes to. A 
hospital's relative position on patient channeling was determined by (1) the gain 
or loss it showed in its proportion of admissions to all hospitals in the study over 
the ten-year period, 1949-1958, and (2) the percentage gain or loss it showed in its 
own admissions between 1949 and 1958. 

“4 mail questionnaire sent to administrators yielded the data to calculate number 
of volunteers per 100 beds and number of volunteer hours per 100 beds in 1957 and 
1958. Personnel turnover was determined by information on the number of employees 
leaving during these years and information from Hospitals, guide issues, for these 
years on number of employees. Each hospital was assigned to a high- or low- 
community-participation position on the basis of its position relative to other 
hospitals on the distributions above. Equal weight was given to each measure. Since 
there are two measures of volunteer activity and only one of personnel turnover, 
the former contribute most to the index of community participation. 

“Detailed information on the procedures followed in the construction of this 
index as well as other indices used in the study will be supplied on request. 


is 
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range of services, personnel-patient ratio, death rate, character- 
istics of the administrator, and other aspects. Information on 
various characteristics of the hospital's locality** were obtained 
through the census or similar sources.** Data for these localities 
include an estimate of population increase, industrial composi- 
tion, effective buying income per capita, educational level, and 
other aspects of the hospital’s environment. 

One source of primary data employed in the first phase of the 
research was a 14-page questionnaire which was mailed to the 
administrators of all the hospitals included in our study. Rela- 
tively complete returns were received from 126 (92 per cent). This 
was very encouraging in view of the numerous questionnaires 
which administrators receive. In part, the result was attributed 
to follow-up with letters, phone calls, and in numerous cases 
personal visits. It is probable that the investigators’ association 
with Cornell and the Sloan Insitute of Hospital Administration 
also contributed to this good response. 

In this paper, we give major emphasis to the hospital’s spon- 
sorship. Sponsorship classifications indicated in Hospitals, guide 
issue, 1959, were used. The support received by city and county 
hospitals sponsored by local government is compared with the 
support received by hospitals sponsored by voluntary, nondenom- 
inational organizations. The position of church-sponsored hos- 
pitals will be discussed in future publications. Since we are deal- 
ing with the census of hospitals in the upstate area, no significance 
tests are applied in the tables which follow. 


RESULTS 


The local government hospitals studied received considerably 
less monetary support in general than did the voluntary, non- 


“The named place in which a hospital is located served to determine the boundary 
of its community. The problem of delineating a hospital's community by any other 
means (such as its service area) seems to be an insurmountable one if a number of 
hospitals are to be compared and data obtained on the characteristics of the sur- 
rounding areas thus determined. 

“Sales Management, 83 (July, 1959), current survey of industrial buying power; 
U.S. Bureau of the Census, Census of Population: 1950, Vol. 2, Part 32 (Washington, 
D.C., 1952); State of New York, Department of Commerce, Business Fact Book, 
(Albany, 1957). 
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denominational hospitals. Table 1 shows that whereas 40 per cent 
of the voluntary hospitals were in the top category in the monetary 
index, only 14 per cent of governmental hospitals were in this 
category. In the lowest category, we find 57 per cent of the govern- 
mental and only 25 per cent of the voluntary hospitals. 


Table 7. Sponsorship and monetary support. 


Monetary support 


Sponsorship ion Medium High Total 
No. No No % No 
Governmental 12 (57) 6 (29) 3 (14) 12 (100)* 


*Information was insufficient on two voluntary and two governmental hospitals. 


This finding is valid with respect to particular kinds of mon- 
etary support, such as money received from fund drives and con- 
tributions. One might object that this is to be expected, for even 
though there is no prohibition against their receiving money in this 
way, local governmental hospitals generally obtain additional funds 
through bond issues or governmental grants. While the govern- 
mental hospitals in our study show some gain through these 
channels, it is not enough to make up for the greater amount 
received by voluntary hospitals from legacies, donations, and fund 
drives. Even with respect to Hill-Burton aid, which is presumably 
open to all hospitals in areas with demonstrated needs and is 
administered by a quasi-governmental state agency, Table 2 shows 
that whereas slightly more than half (51 per cent) of the voluntary 
hospitals received this support, little more than one-third (35 
per cent) of the governmental hospitals received this support. 

This tendency for the governmental hospital to receive less 
monetary and material support is true with respect to a general 
measure of plant growth, that is, increase in plant value.** Local 


“Information on this item was obtained from annual reports to the New York 
State Department of Social Welfare. It seemed useful to check our results on the 
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Table 2. Sponsorship and Hill-Burton aid. 


Hill-Burton aid 


Sponsorship None Some Total 
‘No No % No % 
Voluntary 
Governmental :; i5 (65) 8 (35) 23 (100) 


governmental hospitals have more often declined in value or 
but slightly increased while voluntary hospital plants have more 
often greatly increased in value. Impressions gained from visits 
to most of the localities in our sample suggest that city and county 
hospitals are more often in old, inadequate buildings, while most 
voluntary hospitals are not. 

Turning to patient channeling as a measure of support, we find 
the trend less sharp but still in the same direction. Whereas about 
three-fifths (61 per cent) of the voluntary hospitals in the study 
were in the “high” category of our index of patient channeling, 
only about half (52 per cent) of the governmental hospitals were 
in this position. When we examine only those hospitals within 
localities where two or more hospitals exist, the relationship is 
thrown into high relief. In Table 3 we see that in centers with 
more than one hospital, nearly three-fifths (59 per cent) of volun- 
tary hospitals showed moderate to high gains while only one of 
seven governmental hospitals in these settings (14 per cent) 
escaped the “low” category. Noting the trend toward lower occu- 
pancy figures in municipal hospitals, one investigator attributed 
the change in the use of the hospital to health insurance.** While 
insurance may play a role in patient channeling, there is gener- 


monetary index by examining increases in plant value because on occasion hospitals 
receive gifts of buildings and land rather than money and this item could be 
expected to reflect over-all plant growth. Since information for a number of hospitals 
was missing on this item, it can only be used as a partial validation of our results 
on funds. 

*F. Ginsberg, A Pattern for Hospital Care, Final Report of the New York State 
Hospital Study (New York, 1947), pp. 149-170. 
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Table 3. Sponsorship and gain in patient admissions over a ten-year period 
(in localities having more than one hospital). 


Gain in admissions 


Sponsorship Low Medium-high Total 
No % No. ay No % 
Voluntary 13 (41) 19 (59) 32 (100) * 


Governmental 6 (86) 1 (14) 7 (100) 


*Two voluntary hospitals are new since 1949 and are not included here. 


ally no formal arrangement which prevents the insured patient 
from using the local governmental hospital. Yet they have tended 
to go to voluntary hospitals, and this movement, as we shall see, 
is consonant with the generally lower support received by govern- 
mental hospitals. 

With respect to community participation in the hospital, the 
distinction between voluntary and governmental sponsorship is 
least clear. Local governmental hospitals seem to do almost as 
well as voluntary hospitals in obtaining volunteers, and there is 
only a slight tendency for governmental hospitals to have a higher 
rate of personnel turnover. Still, when we examine the number 
of hours contributed by volunteers per 100 beds, we find that of 
those providing complete information* 53 per cent of the voluntary 
hospitals in contrast to 37 per cent of the governmental hospitals 
were above the median on this measure. While the govern- 
mental hospital may be at some disadvantage in the area of com- 
munity participation, it is apparently not quite as handicapped 
with respect to this type of support as it is in other areas. It would 
be interesting to campare the composition of the volunteer groups 
associated with governmental and voluntary hospitals in terms 
of social class and other variables. Unfortunately, our study does 
not include this information. 

When the indices for funds, patients, and community parti- 


“Fourteen voluntary and four governmental hospitals did not return question- 
naires or gave incomplete responses on this point. 
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cipation are combined in a general index of support which gives 
equal weight to each type of support, the picture of differences 
between voluntary and governmental hospitals is considerably 
sharpened. Table 4 indicates that only around a third (33 per 
cent) of the voluntary hospitals fell in the low-support category 
while approximately three fifths (59 per cent) of the governmental 
cases received low support. 


Table 4. Sponsorship and position on a general index of support. 


Support 


Sponsorship High Total 
No. % No % No % No. % 
i 29 (33) 36 (40) 24 (27) 89 (100)* 
Governmental 13 (59) 4 (18) 5 (23) 22 (100) * 


*Included here are all cases for which information was available on at least two 
of the three areas—funds, patients, and community participation. Therefore the 
totals in this table are larger than in some of the previous ones. A blank in one area 
of support simply meant that it was not counted in arriving at an average score. 
There was insufficient information on one voluntary and one governmental hospital. 


This general position of local governmental hospitals is exempli- 
fied in the following quotation from a local newspaper concern- 
ing recent efforts of a poorly supported city hospital to improve 
its position: 

(Hospital Switchboard): “Good morning. General Hospital.” 

(Caller): “Oh, I’m sorry. I must have the wrong number.” 

(Switchboard): “No, this is City Hospital, but the name has been official- 
ly changed to General Hospital.” 

(Caller): “Oh, sure, I DID read something about that...” 

With a flourish of his pen, Gov. Nelson A. Rockefeller last Friday 
signed a bill changing the name, but the actual transformation of a 
practical public image and elimination of the “City Hospital” reflex 
will take a bit more doing. 

Wonder why anyone would go to such trouble to change the name 
of a hospital? The hospital’s board of managers felt the name “City 


or 
00) * 
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Hospital” tended to stigmatize the institution as one primarily inter- 
ested in serving welfare patients, as is the case with some municipally 
operated hospitals elsewhere. City. ..oops, General. .. Hospital, how- 
ever, counts only 15 to 20 per cent of its patients as welfare recipients.** 

Perhaps other factors explain the relationship we have found 
between sponsorship and support. The news story suggests that 
a hospital is stigmatized by having a high proportion of welfare 
patients. It is true that the local governmental hospitals in our 
study tend to have a higher proportion of welfare patients. When 
this factor is controlled,*® however, it does not significantly alter 
the tendency for the governmental hospitals to receive less sup- 
port. When there is a low proportion of welfare patients, the 
governmental hospital tends to receive about the same support 
as the voluntary hospital. When there is a medium or high pro- 
portion of welfare patients, however, the voluntary hospital 
receives more support than the governmental hospital. 

Perhaps when other internal factors are held constant the 
relationship disappears. Perhaps there would be no relationship 
between sponsorship and support if we held constant (one at a 
time) the following factors: size of the hospital, range of services 
offered, number of house and paid staff per 100 patients, number 
of active and associate physicians on the staff, number of other 
personnel per 100 patients, interest in research as indicated by 
number of papers published by the medical staff, affiliation with 
a medical school, presence of an outpatient department, length of 
time administrator has been in the field, occupational composi- 
tion of the board, or the death ratio. While some of these vari- 
ables appear to weaken the relationship between sponsorship and 
support when they are held constant, the tendency for cases to fall 
in the expected direction remains. 

“The source is not cited here for reasons of identity. Actually, the figure given 
for the proportion of welfare patients places this hospital in the upper 13 per cent 
of the distribution of all hospitals in our study on this characteristic. The median for 
welfare patients was between 7.5 per cent and 9.0 per cent. 

"Controls were applied in terms of broad categories such as high, medium, and 
low. Thus within the group of hospitals having a high proportion of welfare patients, 
the voluntary hospitals tend to receive more support than do the governmental 
cases. It should be noted, however, that when such controls are applied the number 
of expected cases in any category becomes so small that these findings can only be 
taken as suggestive. 
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The same holds true for the external variables which we exam- 
ined. Whether one holds constant the estimated percentage change 
in population between 1950 and 1958, the size of the locality in 
terms of estimated population in 1958, the number of firms employ- 
ing 500 or more persons, the effective buying income per capita, 
educational level, or other characteristics of the locality on which 
we have data, the relationship between sponsorship and support 
does not disappear. Again by controlling variables, the relationship 
becomes less marked, but the tendency remains. As an example 
of this type of analysis, if we hold the number of hospitals in the 
locality constant, we find, as indicated in Table 5, that the general 
index of support remains related to sponsorship whether we 


Table 5. Sponsorship and general index of support by number of 
hospitals in the locality. 


Support 
No. of 
hospitals Sponsorship Low High Total 
No. % No. % No. % 
Voluntary 15 (27) 41 (73) 56 (100) 
One 
Governmental 7 (47) 8 (53) 15 (100)* 
More than Voluntary 14 (42) 19 (58) 33 (100)* 
one 


Governmental 6 (86) 1 (14) 7 (100) 


*Information is lacking from one voluntary and one governmental hospital on 
more than one of the three components of this index—i.e., funds, patients, and 


community participation. 


examine the relationship within localities having a single hospital 
or several hospitals. A close inspection of Table 5, however, sug- 
gests that the relationship is clearer in localities with more than 
one hospital. In other words, the governmental hospital tends to 
receive more support when it is the only hospital than it does 
when there are other hospitals in the community. 

While it appears that the relationship between sponsorship and 
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support stands in spite of controlling other variables on which 
we have data, holding sponsorship constant does not destroy the 
relationship of certain other variables to support. These are not 
discussed here since the object of this paper is not to explore 
exhaustively the factors influencing the support received by an 
institution, but rather to present a framework and employ it in an 
empirical example. 


DISCUSSION 


Two questions arise here. First, what are the implications of 
our findings with respect to sponsorship for a theory of support? 
And second, how is local governmental sponsorship as compared 
to voluntary sponsorship related to support? These are interrelated 
questions. By examining the second, we may also arrive at some 
answer to the first. 

Although the relative position of governmental as compared to 
voluntary institutions in the health field is of great interest, the 
position of governmental institutions in our society is a much 
broader problem. The whole civil service movement may be 
regarded as an effort to upgrade the quality and prestige of per- 
sons employed in governmental organizations. The pioneering 
studies of Leonard D. White*® determined that the public’s atti- 
tudes toward public employment were not as favorable as those 
held toward corresponding private positions. He also reported 
that the lowest prestige was attached to employment by a munici- 
pality. And although state and national employees carried more 
prestige, they did not attain the level of prestige accorded 
employees of private enterprise. A more recent study by Jano- 
witz, Wright, and Delany suggests that there has been an improve- 
ment in the prestige level of governmental as compared to private 
employment in recent years. But this investigation still reports 
that 53 per cent of the respondents would grant greater prestige 
to a doctor on the staff of a voluntary hospital while only 25 per 
cent would attribute greater prestige to the doctor attached to 


“The Prestige Value of Public Employment, American Political Science Review, 
26 (1932), 910-914, and The Prestige Vaiue of Municipal Employment in Chicago 
(Chicago, 1929). 
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a city hospital. Furthermore, these investigators found that con- 
trary to the general tendency of persons to rate the prestige of 
their own positions above the level granted them by others, 
governmental employees and their families tended to rate govern- 
mental employment lower than others did. The lack of respect 
for government regulations and the feeling that the government 
is somehow a thing apart from the community are often encoun- 
tered. Pedestrian, dirty tasks like sewage disposal and street clean- 
ing are left to government while various voluntary citizens’ groups 
of “middle-class” and “upper-middle-class” character undertake 
the glamorous, challenging endeavors of public service. 

Does our study of support offer any explanation of the position 
of governmental hospitals and perhaps shed some light on the 
position of governmental institutions in our society? 

It does not seem entirely adequate to explain the low support 
of local governmental hospitals solely in terms of their serving 
a higher proportion of welfare and other low-prestige patients, 
although this undoubtedly is a factor. Such patients have been 
shown to receive less adequate care in other settings.*? An 
example is given by a physician in one of the communities studied 
who pointed up the use of the county hospital as a medical “dump- 
ing ground,” when he asked, “When they close the county hospital, 
where will I send my crocks?”’ But as we have seen, controlling 
the factor of proportion of welfare patients does not destroy the 
relationship between sponsorship and support. Furthermore, the 
problem of low support remains in any case, since one may go 
beyond the association between welfare patients and other low- 
prestige patients and governmental hospitals to ask, “Why should 
these patients be channeled to these hospitals?’’ Perhaps part of 
the explanation of low support is circular. The fact that local 
governmental hospitals tend to be in less adequate buildings and 


“M. Janowitz et al., Public Administration and the Public—Perspectives toward 
Government in a Metropolitan Community (Michigan Governmental Studies No. 36; 
Ann Arbor, 1958), p. 64. It should be noted, however, that since a particular city 
hospital was named in their questions, this result may be influenced by other 
characteristics of the institution. 

“Hollingshead and Redlich, op. cit. 
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in some ways receive less acceptable personnel** may deter patients 
and doctors from using them and work against interest and sup- 
port. Again, these explanations only point up the problem. 

The city or county general hospital is similar in most respects 
to the voluntary general hospital. Medically, it is similar in offer- 
ing a wide range of services—emergency, medical, surgical, mater- 
nity, pediatric, and so on. Organizationally, it has board, staff, 
and administrative relationships similar to those of the voluntary 
hospital. There is a pronounced social difference, however. Until 
the modern hospital movement developed in the latter part of 
the nineteenth century with the advent and practice of bacteri- 
ology and aseptic surgery, all hospitals, as Edward D. Churchill 
points out, were institutions providing last comforts to the sick 
poor.** There was no problem of various strata of society associating 
with one another in the same institution. But with improved 
medical technology, hospitals became places to go for cure rather 
than places to die. “The best” in medical care moved from the 
home and the doctor's office into the hospital. As the hospital 
became a treatment center positively valued by all classes, but 
especially the “middle” and “upper” classes, a certain amount of 
specialization in type of patient developed and preserved thereby 
the stratification of the community. Voluntary hospitals have 
drawn business, industrial and society leaders to their boards and 
have not left any channel of formal control open to the broader 
public. City and county hospitals, on the other hand, while they 
may have similar persons on their boards,** have remained “the 
people’s” hospitals in the sense that popular control and identi- 

“The Hospital Council of Greater New York, Foreign-Trained Interns and Resi- 
dents in New York City Hospitals, The Bulletin, 14 (1959), 1-6. 

“The Development of the Hospital, in N. Faxon, ed., The Hospital in Contem- 
porary Life (Cambridge, Mass., 1949), p. 33-34. 

“While local governmental hospitals may have some of the same types of business 
and industrial leaders on their boards, the findings of our study suggest that the 
proportions differ. Information on occupations of board members was gathered and 
classified with high reliability according to categories which included one for “top 
economic and production people.” Whereas 28 per cent of voluntary hospitals had 
more than 30 per cent of the board members in this category, none of the govern- 
mental hospitals had more than 30 per cent of their boards composed of this type of 
person. See further C. Covert, No “Common Man” on Hospital Boards, Syracuse 
Herald-Journal, Oct. 20, 1959. 
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fication has been partially retained through the election of local 
governmental officials. 

It is suggested that as a consequence of the class character 
of their control, voluntary and governmental hospitals experience 
differentials in support consistent with the general differential 
distribution of rewards in society according to class position. Per- 
haps the relatively higher support received by the governmental 
hospital when it is the sole community hospital is due to there 
being less of a division of labor along social-class lines in such a 
setting than there is when the community's support must be 
divided among several hospitals. 

While other investigators have offered evidence for the low 
position of governmental institutions, the comparison of local 
governmental hospitals with voluntary hospitals suggests an expla- 
nation. The political system is the major means of control of 
governmental institutions. In a democratic society, the political 
system, far from being the power instrument of the capitalist 
ruling class, as Marx maintained, has often been a major means 
of control and representation available to ordinary citizens. As 
changes in medical technology have encouraged the use of the 
hospital by all elements of society, “upper’’ elements have pre- 
served the class structure of the community by organizing their 
own facilities outside of control of the masses and to some extent 
beyond their participation. As Peter H. Rossi states: 

Historically, the development of voluntary civic associations may be 
interpreted as the reaction to the loss of political power on the local 
scene by high status groups who built a set of community organizations 
which they could control, being out of reach of the mass vote of lower 
class groups.*® 
To us it appears that it is the role played by governmental institu- 
tions in our society in general which has led to the low support 
of governmental hospitals. We are not employing the usual argu- 
ment of the popular critic of government that it is inherently 
bad or incapable. Our findings are, rather, a comment on the 
position of governmental organizations in American society in 


“A Theory of Community Structure,” paper delivered at the annual meeting of 
the American Sociological Association, Chicago, Sept. 4, 1959. 
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general. It should be noted, however, that our findings may be 
limited to local governmental institutions. Perhaps at the state 
and national levels, control of government is distant enough from 
the ordinary person to minimize class differences between private 
and governmental spheres. 

Our study raises the question of the social-class role of govern- 
ment. What is this role at the local, state, and national levels within 
our own society? What relationship has government had to dif- 
ferent classes in different societies and different historical periods? 
For example, could the exercise of power in the political sphere 
have been regarded as “dirty” or crude when the king and his 
court ruled and “the public” had less control than is the case in 
a democracy? 

Sponsorship has theoretical significance from two points of 
view. To the administrator and other role-players in the organiza- 
tion, it indicates the segment of the community with which the 
institution is associated both in terms of control and in terms of 
support. And to the community and the wider society, it appears 
to serve as one way of differentiating institutions and dividing 
resources among them. The processes involved in the govern- 
mental organization receiving less support and other factors 
important in these processes remain as questions for further 
exploration. There is a further point of theoretical interest. Even 
though we have examined the relationship between an “internal” 
characteristic of an organization and the support it receives, we 
had to discover the meaning of the internal factor in the broader 
social environment before we could understand its implications 
for support. This is the case since support must come from the 
environment. Internal factors will only have significance for sup- 
port insofar as they have meaning in the social environment of 
an organization. 


SUMMARY 


By way of exemplifying a framework and its use in an empirical 
investigation, the problem of support was examined in 136 upstate 
New York short-term general hospitals. The literature relative to 
the problem of support was discussed. Support was defined as the 
receipt by an organization of the elements it needs in order to 
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achieve its goals. Voluntary, nondenominational hospitals were 
compared as to their receipt of funds, patients, and community 
participation. Although differences were not great as to receipt of 
patients, volunteers, and turnover, they were marked in the area 
of funds. A combined index of support clearly indicated the dis- 
advantaged position of governmental hospitals. While certain 
other variables included in the study weakened this relation- 
ship when they were held constant, the small number of cases 
available for such analysis tend to fall in the expected direction 
in spite of applying such controls. This result is interpreted in 
terms of the social-class role of governmental institutions in our 
society, and it is suggested that sponsorship differentiates between 
organizations so as to associate them with elements of the com- 
munity which have varying ability to channel support to the 


organization. 
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Richard O. Carlson 


Succession and Performance 


among School Superintendents 


This paper is part of a larger study of executive succession and its 
consequences. Taking origin of successor as a variable, some proposi- 
tions are developed and tested about succession of chief executives. 
These deal with conditions of employment, salary, rule making, staff 
expansion and replacement, attitudes toward mobility, tenure, and 
patterns of succession. The data demonstrate that school superin- 
tendents promoted from within and those brought in from outside 
relate to their organizations in different ways with different organiza- 
tional consequences. 

Richard O. Carlson is a senior research associate in the Administra- 
tive Science Center, and an assistant professor of education, University 
of Pittsburgh. 


ALL enduring organizations must cope with succession. To min- 
imize dependence on individuals as such, organizations are struc- 
tured around roles, offices, or jobs. Replacement of an individual, 
however, is potentially a significant event in the development of 
an organization, particularly when a key office is involved. Beyond 
its developmental significance, succession can be stressful for mem- 
bers and clients of an organization; therefore organization theory 
should deal with succession and organizational responses to suc- 
cession.! This paper develops and tests some propositions about 


*The meager systematic literature on succession and its consequences is largely 
descriptive in nature and tends to overemphasize the disruptive aspects. Propositions 


ra- 
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succession of the chief executive in public school systems, tak- 
ing the origin of the successor as a variable. Although the data 
have a specific setting, they may carry important implications 
for succession in other organizations. 

With few exceptions, school superintendents are drawn from the 
ranks of those already employed in public schools. To obtain 
the superintendent's credential, they must provide evidence of 
successful experience as a classroom teacher. Usually by the time 
the credential is earned, some administrative experience has also 
been gained. Ultimately two alternatives are open to the would- 
be superintendent. One is to wait for the superintendency to 
become available in his own school system; the other is to seek 
a superintendency in some other school system. 

The man who waits simply remains in his school system until 
the superintendency is his. His career is one of ascent up the hier- 
archy in one school system, although he may have changed school 
systems prior to becoming superintendent. The man who waits 
can be called an insider. He has been promoted from within. 
Ordinarily the insider completes his career as superintendent 
in the one home system. If he is removed from the superin- 
tendency before retirement age has been reached, he often takes 
an existing or frequently new lower-level administrative posi- 
tion in the same home district. 

The man who does not wait, but seeks a superintendency 
wherever it is to be found, can be called an outsider. His career 
is always spread over two or more school systems. He has never 
served the district in which he is superintendent in any capacity 
other than superintendent. Ordinarily his career does not stop 
with one superintendency. 

Insiders and outsiders differ in the importance they assign to 
career and place. Both have made sacrifices to obtain the super- 
intendent’s credential. The insider, however, seems to want the 


are seldom developed or tested. There are, however, notable exceptions. Trow has 
tested some propositions about succession rates in small groups, and Scheff has 
attempted to account for individual differences in the resistance to change that 
frequently follows succession. Cf. Donald B. Trow, Membership Succession and Team 
Performance, Human Relations, 13 (1960), 259-268; and Thomas J. Scheff, “Percep- 
tual Orientation of Staff Members toward Patients in a Mental Hospital Ward,” 
paper read at the meeting of the American Sociological Association, August 1960. 
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career of superintendent only if it can be had in a specific place, 
his home school system. He puts place of employment above 
career as superintendent. The insider is place-bound. The out- 
sider puts career above place. He leaves the home school system 
and takes a superintendency elsewhere. The outsider is career- 
bound. 

Whether to wait for the superintendency or seek it is a major 
decision in the career of an individual. The differences that are 
suggested by the commitments of place-bound and career-bound 
superintendents are so basic that they should be apparent in the 
ways in which these two types relate to their organizations. This 
paper, taken from a larger study on administrative succession in 
public schools,? presents some evidence of these differences. 

Some of the data presented relate to the job to be done by 
insiders and outsiders as defined by the employers. These data 
spell out the conditions of a successful performance in office. Other 
data bear on relevant personality factors of superintendents with 
different origins.’ Still other data bridge the gap between person- 
ality and job, and deal with action in office. Significant events in 
the cycle of succession are used as the analytic scheme. This facil- 
itates an intertwining of factors that pertain to the job to be 
done, personality factors, and the superintendent’s acts as suc- 
cessor. First, attention is given to the conditions of employment 


*The larger study, “Administrative Succession and Organizational Development” 
(forthcoming), was supported by a post-doctoral fellowship from the Administrative 
Science Center, University of Pittsburgh. I am indebted to my colleagues at the 
Administrative Science Center for their counsel. 

*Several researchers have gathered data on the personalities of individuals having 
commitments similar to those of place-bound and career-bound individuals. Marvick 
has written about “institutionalists” and “specialists” in a federal agency. Some 
differences between “locals” and “cosmopolitans” on a college faculty have been 
pointed to by Gouldner. And Avery has gathered data on potential “passive” and 
“active” managers. There seems to be a likeness among institutionalists, locals, 
passive managers, and insiders as well as among specialists, cosmopolitans, active 
managers, and outsiders. Cf. Dwaine Marvick, Career Perspectives in a Bureaucratic 
Setting (Michigan Governmental Studies No. 27; Ann Arbor: University of Michigan 
Press, 1954); Alvin W. Gouldner, Cosmopolitans and Locals: Toward an Analysis of 
Latent Social Roles—I and II, Administrative Science Quarterly, 2 (1957), 281-306, 
2 (1958), 444-480; and Robert W. Avery. “Orientation toward Careers in Business: 
A Study in Occupational Sociology” (unpublished doctoral dissertation, Harvard 
University, 1959). 
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of inside and outside successors. Then the concern shifts to the 
early activities of successors and the differences between insiders 
and outsiders. After the prominence gained by the two types is 
examined, the analysis centers on tenure of employment and 
succession patterns. 

Continuous observations and interviews were made over a nine- 
month period in four school systems that had new superintend- 
ents. Leads gained from these observations and interviews were 
followed in lengthy interviews with an additional twenty super- 
intendents. Data were taken from selected reports and docu- 
ments, and a secondary analysis was made of raw data collected 
for two published studies dealing with superintendents. 


CONDITIONS OF EMPLOYMENT 


When a school board chooses a superintendent it has a free 
hand. Seniority rights do not infringe on the appointment. It is 
not reviewed at a higher level. The board can make the appoint- 
ment solely in the light of what it believes will be best for the 
board and the school system. Under what conditions then does 
a school board deem it best to appoint an insider as the new 
superintendent? When does it prefer an outsider? 

Observations and interviews in the four school systems indicate 
that, if the administration of the school system is perceived as 
satisfactory, the appointment will go either to an insider or out- 
sider.* If the school board perceives the administration as unsatis- 
factory, the appointment will go to an outsider. This trend was 
evident in the districts under observation, and with histories 
collected on thirty-six other successions. No insider reported that 
the school board was unhappy with the way the schools were 
being administered at the time he was appointed. Typical of 
their responses were: “I succeeded a very successful man.” “I 


‘It might appear natural for school boards always to appoint an insider when 
things are going well. After all, the insider knows the school system's background 
and its history and undoubtedly is well versed in the present programs, problems, 
sources of support, philosophy, and personnel in the organization and its environ- 
ment. Sometimes no insider has the necessary experience or credential to be given 
the superintendency. Or there may be too many qualified insiders, so that selecting 
one from among them might invite unnecessary grievances or might deepen already 
existing factions. In both these cases an outsider is sought. 
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think they were satisfied.” ““Now you'll always have an individual 
who is dissatisfied with a particular part of a school system but 
generally they seemed to be proud.” On the other hand, in no 
case where the administration was considered unsatisfactory 
was an insider appointed. 

The conditions of employment indicate that the school board 
will be satisfied if the insider “keeps things as they are,”” but they 
expect an outsider to make changes and are only satisfied when 
he does. School boards expect a creative performance from out- 
siders and are happy with a stabilizing performance from insid- 
ers. 

It appears that the insider, because of his history in the organi- 
zation, is so bound up by the internal and external interpersonal 
structure that if appointed at a time when changes are desired 
he will be unable or unwilling to make the desired changes. To 
gain the job as an insider, he had to give more than token sup- 
port to his predecessor and his predecessor’s program. To depart 
from this program in any major way would signal a change of 
“face.” Such pressures seem to ensure that with an insider the 
organization will continue along its present path. 

Not only is the school board free of a number of important 
constraints in the selection of the superintendent, but also it is 
free to determine the salary. The commitments of the insider 
suggest that it will be easier for the board to come to terms with 
him than with an outsider, since he appears more interested in 
making a career in the particular school system than in making 
a career as a superintendent. Further, from what has been said 
above it appears that the school board is purchasing a service 
requiring less creativity from the insider than from the outsider. 
Linking the differences in services expected with the insider’s com- 
mitments, we should find that insiders accept the job on the terms 
of the school board while outsiders tend to take the appointment 
on their own terms. The outsider is in a position to bargain and 
win; the insider is not interested in bargaining and would probably 
lose if he did. Table 1 indicates the extent to which outsiders are 
able to command higher salaries than insiders. The beginning 
outsider receives form $1,000 to $5,000 more a year than the 
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Table 7. Mean salaries of first or second year: inside and outside 
successors by school district population. * 


Mean salary Mean salary Difference in 


Population of district of insiders _ of outsiders favor of 

(number) (number) outsiders 

500,000 and over . $19,750 $22,250 $ 2,500 
(2) (1) 

100,000 to 499,999 14,200 19.200 5.000 
(7) (8) 

30,000 t0 99,999 . . . , 12,400 15,000 2.600 
(14) (15) 

10,000 to 29,999 —— 10.300 11,500 1,200 
(9) (42) 

5.000 to 9.999 . 9 450 10,450 1.000 
(5) (21 ) 

w 6,900 8,100 1,200 
(3) (15) 


*These data were obtained by a secondary analysis of raw data gathered by the 
American Association of School Administrators (A.A.S.A.) and the National Educa- 
tion Association (N.E.A.). Their report on the data can be found in Profile of the 
School Superintendent (Washington D.C.: American Association of School Adminis- 
trators, 1960). I wish to express thanks to the N.E.A. and the A.A.S.A. for permission 


to use their raw data. 


beginning insider. A similar but less marked difference holds 
true regardless of time in service.® 

Further, in a sample of 745 superintendents, 38 marked as 
appropriate the response that a willingness to accept the salary 
was a reason for being selected for the superintendency they 

*The differences in pay, conditions of employment, and other areas are not neces- 
sarily related to the quality of insiders and outsiders. The differences seem to be a 
function of the definition of the situation. There is no reason to expect that outsiders 
are more capable administrators than insiders. This explanation is given support 


by recent research in another setting which suggests that while the University of 
Texas discriminates against those on the faculty with Ph.D. degrees from the 
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now held. Nine per cent of the insiders and 3 per cent of the out- 
siders made this acknowledgment.® 
ADMINISTRATIVE RESPONSES OF SUCCESSOR 

The definition of the situation under which insiders are 
appointed suggests that they will be inclined to keep things 
pretty much as they are, for after all the employers are happy. 
The limited evidence available demonstrates that the insider 
conforms to the expectation that he will not make great changes. 

The tendency for new chief executives to become preoccupied 
with rules and rule making’ has been noted in at least two other 
settings.’ New school superintendents show the same tendency. 
Rules formalize internal or external commitments of an organiza- 
tion. They are instrumental in establishing the course of an organ- 
ization and in determining its character. Insiders acted in ways 
that did not alter the course or establish new commitments. Their 
rule activities preserved and tightened what existed. In the case 
of the outsiders observed, about 85 per cent of the effort expended 
in rule making was in the area of new rules—rules that filled 
in gaps or rules that took the place of existing ones. Insiders, on 
the other hand, did not devote any significant amount of time to 
new rules. Their concern for rules was in publicizing and rein- 
forcing old rules and assessing the extent to which old rules 
were being followed. 

Barnard has cited the “propensity of all organizations to 
expand,’’® and it has been noted that as organizations expand 
University of Texas as opposed to Ph.D. degrees from other institutions in academic 
rank, class load, and so on, there is no difference between these two groups in 
scholarly production. Noting the restriction due to the sample, the author concludes 
“There is no reason to believe that the differential treatment of the inbred product is 
the result of inferior quality on his part.” See Reece McGee, The Function of Institu- 
tional Inbreeding, American Journal of Sociology, 65 (1960), 483-488. 

*Secondary analysis of data in A.A.S.A. Profile of the School Superintendent. 

*The term “rule” is being used here in a broad way to include such items as defi- 
nition of work day, procedures for handling paper work and people, and policy 
Statements. 

‘Oscar Grusky, Role Conflict in Organization: A Study of Prison Camp Officials, 
Administrative Science Quarterly, 3 (1959), 452-472; and A. W. Gouldner Patterns of 
Industrial Bureaucracy (Glencoe, 1954). 

*Chester I. Barnard, The Functions of the Executive (Cambridge, Mass., 1938), 
p. 159. 


> Out- 


are 
hings 
Appy. 
sider 
es. 

|pied 
ency. 
niza- 
‘gan- 
ways 
heir 
case 
ided 
, on 
e to 
ein- 
ules 


to 
and 
emic 
in 
udes 
ct is 
titu- 


defi- 


ials, 
of 


38), 


SUCCESSION AND PERFORMANCE 217 


the administrative component tends to constitute a larger and 
larger per cent of those employed in the organization.’® There 
is every reason to expect that the addition of individuals to an 
administrative staff will be related to potentially identifiable 
organization variables, and no reason to expect that such con- 
ditions will take place at random. Leadership change or stability 
appears to be such a variable. The new chief executive is faced 
with the problem of loyalty and of building goals into the social 
structure of the organization. It is somewhat commonplace to 
see old organizations abandoned or bypassed and new ones created 
to handle marked changes in orientation and goal. An old agency 
or organization embodies precedents for action, alliances, and 
personal loyalties and can muster resistance capable of drastic- 
ally restricting the full development of a new program. But often, 
even though new goals are sought or weak ones emphasized, the 
organization cannot be cast aside; it must be maintained. If this 
is the case, as it is with public schools, the alternative is to cast 
aside people, bring in new ones, or both. 

The conditions of employment suggest that the outsider has 
reason to “retool” the school system and that the insider does 
not. Success for the outsider tends to be defined in terms of 
change. For change to be realized loyalty and commitment to an 
idea or person must, to some extent, be diffused throughout the 
organization. The insider does not need to alter loyalties and 
commitments. For him success lies in keeping the organization 
committed as it is. 

Such reasoning underlies two hypotheses about successors and 
expansion of the administrative staff. The first hypothesis is that 
during the early stages of the succession cycle the number of out- 
side successors who add to their central office administrative staff 
will be greater than the number of inside successors who add to 
their central office administrative staff.11 To test the hypothesis 
the succession and staffing histories of the one hundred largest 

~F. W. Terrien and D. L. Mills, The Effect of Changing Size upon the Internal 
Structure of Organization, American Sociological Review, 20 (1955), 11-13. 

“4 somewhat similar but untested proposition to the effect that an outsider as a 
top executive will utilize an “‘assistant-to” more frequently than an insider has been 
advanced by Thomas L. Whisler, The “Assistant-to” in Four Administrative Settings, 
Administrative Science Quarterly, 5 (1960), 181-216. 
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school districts in California were gathered for the period from 
1952 to 1956. The size of the administrative staff of the central 
office inherited by a new superintendent was compared with the 
size of the staff two years later. The administrative staff of the 
central office was taken as the index, for its size is less responsive 
to increases in numbers of pupils, and therefore more responsive 
to the wishes of the superintendent than is the size of the total 
administrative staff. If the pupil enrollment of a district is grow- 
ing, as was the case with all of these districts, it must provide 
additional administrative personnel in its new schools. If a district 
adds a new school, it is not compelled to add certified adminis- 
trative staff at the central office level, but when an addition is 
made to the central office administrative staff, such an addition 
is not as directly related to external forces as it is to the discretion 
of the administrative officers of the school district. 

The one hundred districts had a total of thirty-five new super- 
intendents during the four-year period. Twelve of the new super- 
intendents were insiders and twenty-three were outsiders. Three 
of the twelve insiders and fourteen of the twenty-three outsiders 
increased the size of their central office administrative staff during 
their first two years in office. The statistical significance of the 
difference is beyond the .05 level of confidence’? and therefore 
supports the hypothesis that during the early stages of the suc- 
cession cycle the number of outside successors who add to their 
central office staff will be greater than the number of inside suc- 
cessors who add to their central office staff. 

This hypothesis is based on the assumption that expansion of 
the administrative hierarchy involves discretion and that it is not 
directly related to the growth in enrollment. This assump- 
tion can be tested by comparing the number of additions made 
to the central office staffs over a specified time in school systems 
of “identical” size and growing at the same rate. The assumption 
can be considered valid if it can be demonstrated that such school 
districts do not exhibit an “identical” pattern in the additions 
to the central office administrative staff. 

The second hypothesis relating successors and expansion of 


“This difference yielded a probability of .024 on a one-tailed test using the Fisher 
Exact Probability Test. 
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the administrative staff is concerned with the impact of the suc- 
cessor on the rate at which positions are added to the adminis- 
trative staff. It tests the assumption just made and states that 
during the early stages of the succession cycle, outside successors 
will add more positions to the central office administrative staff 
than will “old” superintendents in comparable districts during 
same time span, and vice versa for insiders. Each of the thirty- 
five districts with new superintendents was paired with another 
district in which: (a) the type of district was the same (i.e., ele- 
mentary, high school, unified) and the size and pupil growth 
figures corresponded year by year for the relevant time span with 
a difference of less than 10 per cent of the enrollment of the 
district with a new superintendent, (b) the superintendent had 
been in office at least four years and was therefore “old.” Four 
districts were lost from the sample because these conditions could 
not be met. If more than one district met the conditions from the 
total population of the one hundred largest districts, the “twin” 
was drawn at random from among those in the qualifying group 
Eleven districts with inside successors and twenty districts with 
outside successors could be matched with a “twin.” 

The eleven districts with new insiders added a total of five 
positions at the central office level, an average of 0.45 positions per 
district within two years after the succession, and their “twin” 
districts of the same size and growth rate with “old” superin- 
tendents added fourteen such positions, an average of 1.27 posi- 
tions per district over the same time span. The twenty districts 
with new outsiders added thirty-nine positions, an average of 1.9 
positions per district within two years of the succession, and their 
“twin” districts with “old” superintendents added twenty-five 
positions, an average of 1.25 positions per district over the same 
time.}8 

The findings support the assumption that newness of the super- 
intendent is a factor bearing on the discretionary act of adding to 
the central office administrative staff, and further substantiate 
the notion that outsiders increase the administrative staff more 
than insiders. 


*Both differences are statistically significant beyond the .01 level of confidence. 
The Wilcoxon Matched-Pairs Signed-Ranks Test was used to determine significance. 
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But the findings raise a question. What happens to the rates 
after the first two years in office? If the rate of additions to the 
staff remained the same over an extended period, it is obvious 
that the central office staffs of districts with insiders would become 
significantly smaller than central office staffs of districts with 
outsiders. 

Ultimately there are two possibilities. One is that over the 
long run insiders and outsiders create about the same number 
of new positions, but the positions are created at different times 
in the succession cycle. It could be argued that, given the needs 
of the outsider, he creates most of the new positions early in his 
stay in office, whereas the insider creates them throughout his 
term of office. 

The second possibility is that outsiders create more adminis- 
trative positions in the central office than insiders. Perhaps given 
the conditions of employment and commitments of the two types 
of successors and the head start of the outsider, as shown by the 
data, the insider would never catch up with the outsider in the 
number of new administrative staff positions he creates during 
his term in office. The expansion rates of each may converge 
toward a mean, but this would still mean that there would be a 
difference between the number of positions added over time in 
“identical” districts. This suggestion further implies that, in con- 
tinually growing school districts, a district might reduce the dif- 
ference between the size of its central office staff and the mean size 
for comparable districts as it replaces an insider with an out- 
sider, and the other way around. These explanations are specula- 


tive since data are lacking. 
PROMINENCE AMONG COLLEAGUES 


Insiders and outsiders are called on to render different types 
of services to school systems. The data on rule making and staff 
changes indicate that the two types tend to conform to the expec- 
tations formed at the time of employment. Insiders and outsiders 
also differ in their prominence among colleagues. 

The phrase “ a comedian’s comedian” is a rating one step above 
superior or excellent. It means that the individual has mastered 
the important subleties that are most readily recognized by his 
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colleagues. An insider is not a superintendent’s superintendent. 

Twenty superintendents, recommended by two knowledgeable 
judges as being perceptive about the experiences and careers of 
superintendents, were each asked to name five prominent superin- 
tendents within their state. Several factors should be considered 
before looking at the responses. About one-third of the super- 
intendents in the United States are insiders. They are found in 
districts of all sizes but hold about one-half of the superintenden- 
cies in cities of 100,000 or larger.1* Their disproportionate repre- 
sentation in large systems might cause a skewing effect in the 
ratings. On the other hand, insiders usually complete their 
careers in one school district. This might, to some extent, limit 
their acquaintance with other superintendents. 

The responses of the twenty superintendents were heavily in 
favor of outsiders. Eighty-three of the one hundred votes were 
for twenty-nine outsiders, seventeen votes were for three insiders. 
(One insider received fourteen votes.) 


CHANGE AND SUCCESSION PATTERNS 


The career of many superintendents is marked by movement 
from district to district, and school superintendents, like city 
managers,!® assert that they can hurt the profession and fail to 
provide proper service by moving too soon or staying too long. 
One highly regarded elder statesman among superintendents has 
remarked that he is most proud of the fact that he never left a 
superintendency voluntarily; he always managed to stir up enough 
controversy over innovations that he was asked to leave. Another 
superintendent has written: “If a man stays in one administrative 
post for very many years, he must be tremendously efficient and 
capable, or else resort to the practice of maintaining his job at 
the expense of any creditable educational performance in his 
district.”’!® 

The commitment of the insider to the community and the 
school district is made obvious by the fact that he stays and waits 

“Secondary analysis of A.A.S.A. data, in Profile of the School Superintendent. 

See George K. Floro, Continuity in City Manager Careers, American Journal of 


Sociology, 61 (1955), 204-246. 
“T. H. Bell, The Prodigal Pedagogue (New York, 1955), p. 149. 
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for the superintendency. It is to be expected, then, that he places 
lower value on mobility than the outsider and further that he 
is more likely to remain in the superintendency longer than the 
outsider. 

A secondary analysis of data gathered by Seeman shows that 
insiders’ and outsiders’ attitudes toward mobility differ signifi- 
cantly.‘7 On a scale “whose purpose was to distinguish those for 
whom mobility interest takes precedence over a wide range of 
more ‘intrinsic’ interests (for example, health, family, commun- 
ity)”28 eleven insiders scored a mean of 69.8 and thirty outsiders 
a mean of 78.5.1° The higher the score the greater the interest in 
mobility. Sample items state: “I wouldn't let my friendship ties 
in a community stand in the way of moving on to a higher posi- 
tion.” “The executive who has his eye on the jobs up the line, 
just can’t go all out for the group he is serving at the moment.” 
‘My goal has always been to wind up as head of a small organiza- 
tion that I could guide over the long pull.” If you’ve got a worth- 


Table 2. Origin of superintendent and length of incumbency. * 


Origin of superintendent 


Years in office 


insiders outsiders 
N = 279 N = 513 
1-2 14.3 19.8 
3-4 16.5 17.7 
5-9 25.1 28.2 
10-14 23.6 21.4 
15-19 6.8 6.8 
1.8 
over 25 6.5 4.0 


*Secondary analysis of raw data gathered for A.A.S.A. and N.E.A. Profile of School 


Superintendent. 


“Melvin Seeman, Social Mobility and Administrative Behavior, American Socio- 
logical Review, 23 (1958), 633-642. I wish to express thanks to Professor Seeman for 
granting me access to the data gathered for his study. 

bid., p. 642. 

*The differences in scores on the scale of attitude toward mobility produced a 
z-score of 2.44 on the Mann-Whitney Test which is significant beyond the .01 level 


of confidence on a one-tailed test. 
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while program developing in your present position, I don’t think 
you ought to be really tempted if a bigger job comes your way.” 
“If you stay quite a while in one executive position, you become 
too concerned with keeping things as they are.”’*° 

Table 2 shows length of incumbency and origin of 792 superin- 
tendents. About 14 per cent of the insiders have held the job 
twenty or more years and about 6 per cent of the outsiders have 
been in one job this long. The mean time in office for insiders 
is ten years and for outsiders eight years. Medians are eight years 
for insiders and six years for outsiders. 

Greater commitment to community and school district, the 
attitude against mobility, and the longer stay in office suggest 
that the insider, more than the outsider, tends to practice job 
perpetuation.*# 

The various comparisons between insiders and outsiders sug- 
gest the hypothesis that an organization would not be able to 
adapt itself and operate successfully under the impact of two suc- 
cessive insiders. A reputation would develop that the system was 
not developing an adequate program and able personnel could 
not be attracted. The community would complain about outmoded 
procedures and practices. Institutional integrity would be dam- 
aged, for the commitments of the insider suggest that he is more 
willing to make compromises than the outsider. In time, this 
could reflect on the professional standing of all administrators in 
the system and on the school board. 

Melvin Seeman, op. cit., p. 635. 

“A similar relation between performance and tenure in office has been observed 
about mental hospital superintendents. Belknap has written: “The superin- 
tendents have been confronted, as medical men, with a dilemma. If they 
conformed to the structure of the hospital as they found it, they could carry 
out a reasonably good, routine custodial administration. If, however, they 
attempted to establish modern psychiatric treatment of patients, the procedures 
necessary called for changes in the traditional routines.... But the profes- 
sional training of any physician has been for at least the past hundred years in the 
direction of seeking and finding improvement in the condition of his patients. ... 
The superintendents. ..found themselves confronted with a choice between being 
good doctors and poor administrators, or good administrators and poor doctors... . 
The superintendents with the longest tenure were those who apparently accepted 
the second horn of the dilemma and became efficient administrators” (Ivan Belknap, 
Human Problems of a State Mental Hospital [New York: McGraw-Hill Book 
Company, Inc., 1956; by permission], pp. 79-80). 
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There are four possible succession patterns in school sys- 
tems: insider to insider, insider to outsider, outsider to outsider, 
and outsider to insider. On the basis of the facts discussed above, 
it was expected that the pattern of insider to insider would occur 
rarely. In 103 successions taking place over some thirty-two years 
in forty-eight city school systems in California the least frequent 
pattern was from insider to insider: this pattern occurred only 
seven times. A study of succession patterns in school districts 
of Pennsylvania replicated the finding.?* Table 3 gives the findings 
of both samples. 


Table 3. Succession patterns. 


Type change California* Pennsylvaniat 
Outsider to outsider . . . 58 43 
Insider to insider 7 9 
Outsider toinsider . . ... . 22 31 
Insider to outsider . . . .. . 16 23 
Total 103 106 


*Data gathered for all (48) city school districts in California from the annual 
directory of California Association of Secondary Administrators, California Schools, 
for the period 1926 to 1958. 

+Data gathered for all (24) first-and second-class school districts and 17 third-class 
districts in Pennsylvania drawn at random from personnel files in the State Depart- 
ment of Public Instruction for the period 1922 to 1959. 


Since insiders show (1) high commitment to community and 
school district, (2) low commitment to specialized skills of the 
profession, (3) appointment for a stabilizing performance, (4) 
administrative activity tending toward maintenance of the organ- 
ization, (5) lack of proportionate place among prominent mem- 
bers of the profession, and (6) long tenure in office suggesting 


“Because there are a number of cases of insider to insider succession, even though 
fewer than chance would indicate, and because of the high possibility of detrimental 
consequences of such a succession pattern, it would seem fruitful to explore the 
conditions under which such a succession pattern occurs. Three conditions suggest 
themselves: (1) A lack of separation of municipal politics and school board functions 
may alter the setting of appointments. (2) The term in office of the first insider may 
not run its full course, because of death or other natural reason. (3) The insider may 
be a deviant member of his class. In addition, it would be fruitful to come to a better 
understanding of the consequences of following the succession pattern of insider to 


insider. 
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the tendency to practice job perpetuation, it would seem that 
a school system cannot afford to have an insider follow an insider 
into the superintendency. Succession patterns support this assump- 
tion. 
SUCCESSOR’S PROGRAM AND 
COUNTERACTING FORCES 


The preceding discussion has shed some light on the differences 
between place-bound and career-bound school superintendents. 
Any full understanding of how these two types relate to their 
organizations must include a study of the responses of organ- 
izations to the successors. Though highly influential, the chief 
executive is not the master of the organization’s course. A good 
deal is known about counteracting forces within organiza- 
tions undergoing change; change that is frequently initiated by 
outside successors.2* When the new leadership is committed to 
system maintenance as with insiders, the tracing out of counter- 
acting forces has been ignored, although there is no reason to 
expect that counteracting forces will be absent. 

For example inside successors may be unwilling to press for 
advances in salary and welfare benefits for teachers. The lower 
salary of an insider, is not as far “out of line” with respect to 
teachers’ salaries as is the salary of the outsider. The insider, 
therefore, feels less pressure to bring teachers’ salaries “into line.” 
Also, some judge school systems by how much they pay teachers. 
To raise teachers’ salaries may be a side payment bargained for 
und won by outsiders, but not by insiders. Furthermore, insiders 
may know the teachers too well to be concerned over their sala- 
ries. In contrast, the outsider knows only the salary figures for 
the district, and if salaries are low he will raise them without 
thought of teachers as individuals. 

This may have been the basis of teacher resentment in one 
system observed. In one of the systems involving an insider, the 
teachers’ organization took on a more aggressive attitude than 
had been customary on salaries and welfare benefits. The teach- 
ers’ organization assumed that to gain welfare benefits and salary 
increases it must work around the superintendent (which was 


*See S. M. Lipset, Agrarian Socialism (Berkeley, 1950); Gouldner, Patterns of 
Industrial Bureaucracy. 
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contrary to past procedures), and deal directly with the school 
board. Members of the teachers’ organization felt the superin- 
tendent would not “fairly” represent their case. He was dis- 
turbed. The development established a precedent and a new 
definition of the relationship between teachers, superintendent, 
and school board with possible far-reaching consequences. The 
consequences of the precedent, however, could not be adequately 
assessed during the time given to this research. 


SUMMARY AND FURTHER IMPLICATIONS 


The basic proposition explored here is that the origin of the 
successor is a major variable in the study of administrative suc- 
cession—that insiders, those promoted from within, and outsiders, 
those brought in from outside, relate to their organizations in 
dissimilar ways during the cycle of succession. One of the dis- 
tinctive differences in the two types of school superintendents is the 
value put on career and place of work. Insiders are place-bound; 
they put place of employment above career. Outsiders are career- 
bound; they put career above place of employment. Insiders 
are called on for a stabilizing performance when employers wish 
to maintain the system. They are paid less and gain less prom- 
inence than the outsiders, who are called on for a creative per- 
formance when the employers desire changes in the system. Sim- 
ilarly, insiders act in a way that does maintain the system: they 
do not develop new rules and policies that alter the course of 
the organization; they do not prepare the organization for new 
ways of functioning by expanding the administrative staff. Out- 
siders, on the other hand, look more favorably upon mobility and 
occupy a superintendency for a shorter period of time. Such dif- 
ferences suggest that a school system, under normal circumstances, 
would not employ two successive insiders in the superintendency. 
Succession patterns over thirty years in eighty-nine school systems 
support this proposition. 

These differences permit a tentative characterization of the 
two types. Their performances label the insider as an adaptive 
man and the outsider as an innovator. Both are conformists in 
the sense that their performance conforms to the expectations 
of their employers. The insider, however, adapts or modifies his 
performance to fit the office. He aims at preserving the office as 
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it has been, which negates the possibility of bringing added 
status to the role. The place-bound superintendent seems to 
derive status from the office; he does not bring status to it. The 
insider is like an understudy, or a stand-in. He performs within 
the framework established by the predecessor rather than by 
creating a new framework. The performance of the outsider, on 
the other hand, does add something to the role. The office is 
modified rather than the person. His performance changes the 
office and the relations of others to the office; such a performance 
holds possibilities of increasing the status of the office. 

The variable or origin used here is gross and unrefined. How- 
ever, such a gross distinction is probably useful in many organ- 
izational settings. It is not necessary to leave a firm, government 
agency, army, or labor union to become an outsider. An outsider 
is simply a “stranger” in Georg Simmel’s use of the term: a man 
unacquainted with the social realities of the particular setting. 
Thus the new manager from the home office is an outsider with 
reference to his new field office position, just as is the army officer 
taking command of a new post. Gouldner’s “Mr. Peele” is a 
case in point. Peele was not an outsider with respect to the Gen- 
eral Gypsum Company, but he was an outsider with reference to 
the Oscar Center Plant.** 

School systems belong to a class of organizations that can be 
called ‘“domesticated”’; that is, they are not compelled to attend 
to all of their needs. A steady flow of clients is assured, and 
although they do compete for resources, support is not closely 
tied to quality of performance. The business firm in a competitive 
industry, on the other hand, can be seen as existing in a “wild” 
setting. It is not protected at vulnerable points as is the school 
system. There is probably less demand for adaptation to the 
environment in the protected setting and, therefore, more place- 
bound chief executives would be found in “domesticated” than in 
“wild” organizations. It should follow that the succession pat- 
tern of place-bound to place-bound executive would occur less 
frequently in “wild” than in “domesticated” organizations. These 
are purely speculative ideas, however, for adequate data are not 
available. 


“Gouldner, ibid. 
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Donald B. Trow 


Executive Succession 


in Small Companies 


The main focus of this paper is on factors that influence how well 
prepared an organization will be for succession in its top positions. Data 
are drawn from cases of imminent or completed succession in over one 
hundred small manufacturing companies. In these companies the main 
factors influencing succession planning and subsequent profitability 
appear to be the availability and competence of a family member as 
successor. Their influence appears to operate mainly through their 
effects on the timing of the succession-planning process. 

Donald B. Trow is associate professor of sociology at Harpur College, 
State University of New York. 


CHESTER BARNARD once speculated on the consequences if, 
except for himself, the entire management team of his company, 
New Jersey Bell Telephone Company, were replaced overnight 
by executives from other companies in the Bell system.’ He pre- 
dicted chaos within twelve hours, in spite of the fact that the 
companies in the Bell system were essentially alike and the execu- 
tives’ knowledge and skills immediately transferable. He was 
emphasizing the importance of established interpersonal rela- 
tionships even in supposedly impersonal organizations. 

Results of a recent study of rapid succession in much smaller 


*Chester I. Barnard, Education for Executives, Journal of Business, 18 (1945), 175- 
182. 
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and contrived laboratory organizations suggest, however, that 
if his speculation were put to the test, the consequences might 
not be as disastrous as he foresaw.? Two conditions in the labora- 
tory organizations’ transition of the executive function without 
chaos (in addition to the successors having had experience in a 
similar organization) were: (1) that the successors be at least 
as able as their predecessors, and (2) that the organizations have 
previous experience with a high rate of turnover in these posi- 
tions. The influence of another potentially important condition, 
namely, conscious organizational planning for the succession 
process, was difficult to assess in the experimental data. The bene- 
fits of such planning, however, as well as the conditions for its 
occurrence, have been investigated in a sample of over one hun- 
dred small manufacturing companies by C. R. Christensen and 
reported in his book, Management Succession in Small and Grow- 
ing Enterprises. 

The purpose of this paper 1s to present the results of a reanaly- 
sis of Christensen’s data, which was undertaken with three objec- 
tives: (1) estimation of the average rate of succession in top manage- 
ment positions in these organizations, (2) assessment of the effect 
of the rate of succession and of the ability of the successor (the 
two factors found important in the laboratory organizations) in 
these nonlaboratory organizations, and (3) quantitative assessment 
of factors conducive to planning for succession. 

The data consist of short case descriptions of small companies 
in which succession had recently taken place or appeared imminent. 
The general pattern of presentation in the original study was for 
two to five case accounts to be used to illustrate each of several 
types of succession plans and each of several factors that appear 
to account for lack of planning for succession, as well as to illus- 
trate the main thesis that lack of such planning tends to lead to 
lowered profitability. The fact that almost every case contains infor- 
mation about several characteristics of the process of planning 
for succession permits reanalysis of the data using cross tabula- 
tions and simple tests of significance of relationships. 

"Donald B. Trow, Membership Succession and Team Performance, Human Rela- 


tions 13 (1960), 259-269. 
*Boston, 1953. 
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Altogether, data are presented on 108 small manufacturing com- 
panies, all but three approaching or just past a succession. A few 
involved more than one succession, and in these cases only the 
most recent succession is used for the present analysis. The selec- 
tion of companies was made on the basis of accessibility and co- 
operativeness rather than any planned statistical sample of a 
defined universe of small companies; alumni of the Harvard 
Business School, where the cases were compiled, were not used 
as sources of contacts with companies.* 

The typical company in the sampie is a family-owned manu- 
facturing firm with a management group numbering five or six and 
fewer than one hundred employees. While large firms are excluded 
from the study by definition, extremely small firms are probably 
also underrepresented. The Census of Manufactures, 1954, shows 
the median number of employees of manufacturing establish- 
ments to be less than ten, and firms of this size appear to make 
up only a small part of the sample.’ (The number of multi- 
establishment companies that might account for some of the dis- 
crepancy is negligible.) Manufacturers of metal products and 
machinery are considerably overrepresented: two-thirds of the 
84 sample companies for which the product is named are in 
these industries as against one-fourth of all manufacturing estab- 
lishments. Finally, there is undoubtedly an underrepresentation 
of companies that had neither recently experienced succession nor 
were expecting it in the near future. This last bias is of course 
entirely appropriate in view of the subject of the study. 


RATE OF SUCCESSION 


The annual rate of succession of managers in this sample of 
companies can be estimated from the average tenure of the pred- 
ecessors in those companies in which succession had recently 
occurred and the tenure of the then current managers (on the 
assumption that they were not far from retirement) in the remain- 
ing companies. This figure is given or can be surmised in 29 
out of the 51 cases of completed succession and in 22 out of the 

‘C. R. Christensen (personal communication). 

5U.S. Bureau of the Census, Census of Manufactures, 1954, Preliminary Report 
(Washington, 1956). 
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57 others. Determination of the exact number of years is not 
possible in all cases, but the median of each distribution appears 
to be between 20 and 25 years. Assuming an approximately sym- 
metrical distribution and no bias in the cases for which the 
figure cannot be ascertained, this gives an annual succession 
rate of 4 or 5 per cent.® 

As might be expected in a sample of relatively small companies, 
a number of the retiring presidents had been the founders of 
their companies, and their average term was longer than that of 
nonfounders. About one-third of the cases specify that the presi- 
dent had been the founder or co-founder, and the true proportion 
may be nearer one-half, since only in about one-third of the 
cases is it specified that the president was not the founder. The 
median number of years in office is over 30 for the 18 founders 
for whom this datum is given or can be estimated, and between 
15 and 20 for the 15 nonfounders. The rate of succession in these 
companies when founders are excluded is thus probably between 
5 and 7 per cent. The rate is slightly greater for managers who 
are neither founders nor principal owners. These total 14, and 
their median term in office was 14 years. Managers who are not 
owners are presumably older, on the average, when they assume 
the presidency, and they may also retire earlier. 

Even the rate of 7 per cent, however, is low. Nelson found a 
rate of 12 per cent for presidents of a random sample of small 
companies in the shoe, brewing, and automotive industries over 
a ten-year period, and the rate was 15 per cent for presidents of 
the larger organizations in these industries.* Even this is low 
in comparison with turnover of managers in the Russian industri- 
al bureaucracy. Granick reports that in Russian firms in heavy 
industry only 3 to 8 per cent of the company directors (that is, 
managers) studied had held their posts for more than five years, 
the median being between one and three years.® 

There is no evidence in Christensen’s companies that a higher 

*Here and in subsequent tabulations the proportion of “not ascertained” cases is 
relatively large. The assumption that they are distributed in roughly the same way 
as the others does not appear unwarranted for any of the data presented. 

*Joel Nelson, “Executive Turnover” (unpublished paper). 

‘David Granick, Management of the Industrial Firm in the USSR (New York, 
1954), pp. 47-48. 
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rate of succession reduces its detrimental effects, as was the case 
in the laboratory organizations. Only two or three companies had, 
however, what could be called rapid turnover of presidents (say, 
more than two successions in a ten- or fifteen-year period), and 
very little turnover in other management positions was recorded, 
so the succession rate for the management group as a whole, 
which was the rate used in the laboratory study, could not be 
computed nor could its effect, if any, be determined. 


SUCCESSION PLANNING AND 
SUBSEQUENT PROFITABILITY 

Christensen’s analysis begins with the thesis that lack of plan- 
ning for succession tends to be followed by a_post-succession 
period of lowered organizational performance. Before examining 
the quantitative support for this, it is necessary to specify more 
precisely what is meant by planning for succession. Implicitly 
in Christensen’s presentation and explicitly here a plan for suc- 
cession is considered to consist of three elements, all of which 
must antedate the actual succession by an interval of months: 
(1) the designation of the successor by the predecessor or by 
appropriate higher authority, which in a small company may 
involve bringing in a “crown prince” from outside; (2) a period 
of apparently effective training of the successor-designate in the 
top management tasks of the particular organization; and (3) 
acceptance of the planned succession by the successor-designate 
himself and by other major power figures (for example, major 
stockholders, senior but nonsuccessor vice-presidents) who could 
later successfully dispute the succession. The first part of this 
definition, designation of the successor, must be construed loosely 
enough to include cases in which the successor is an interim man- 
agement council of some kind and cases in which an individual 
successor is to be chosen at the time of succession from a des 
ignated and trained group of two or three vice-presidents. 

Under this broad definition 54 of the companies can be said 
to have had a plan, judging from the case presentation, and 45 
no plan, with nine unclassifiable (and omitted from further 
analysis). The coding reliability of this classification is estimated 
at .90, based on this percentage agreement on a 20 per cent sample 
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coding by a second coder. Of the 54 with a plan, two designated 
group managements and 20 deferred final choice from among 
a designated group of candidates. 

In making the point that lack of planning tends to be followed 
by a post-succession period of lowered organizational perform- 
ance, Christensen exhibits seven cases in which this proved true 
and two cases in which it seemed likely to prove true although 
succession had not yet taken place. When all 51 cases of com- 
pleted succession are considered, the results, shown in Table 1, 
give strong quantitative support to the suggested relationship. 
Lack of planning does appear to be followed by lowered profit- 
ability. It may be presumed that lack of planning operates as a 
contributing cause of lowered performance, although it is possi- 
ble that in some cases the absence of a plan may itself have been 
caused by reluctance on everyone’s part to volunteer for com- 
mand of an already failing organization. 


Table 1. Association between profitability after succession and prior 
planning for succession in 51 companies (Christensen data). 


Planned Plan absent Not 
succession orincomplete ascertained 


Profitability undiminished . 12 3 (1) 
Diminished profitability . 7 14 
Unreported profitability .. (12) (2) - 


p = .007 (Fisher's exact test for 2 X 2 tables). 


Examination of the exceptional cases gives some confirmation 
of the importance of the ability of a successor. The three com- 
panies that were successful in spite of having had no plan for 
succession were two that brought in experienced presidents from 
outside and one in which the treasurer became president, solved 
the company’s financial difficulties, and instituted an advan- 
tageous merger. The seven companies that were not financially 
successful in spite of having had a planned succession were two 
in which deteriorating conditions prior to succession merely 
continued; three in which the successors were the sons of the 
predecessors and apparently not competent enough; one in which 
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the successor “did not have a strong organization to support him”; 
and one in which the planned successor died soon after taking 
office. While the validity of assessment of the reasons for success 
or failure in these cases is necessarily uncertain, the ability of the 
successor appears to play a part in the majority of them. And 
among the 14 companies that experienced decline after an 
unplanned succession, the decline is explicitly attributed to lack 
of ability in five and is definitely ruled out in none. These, of 
course, are judgments of ability after the fact; nevertheless, the 
cases may be taken as giving some support to the conclusion 
drawn from the laboratory study (where ability was measured 
before succession) that even within a restricted range of vari- 
ability the level of ability of the successor is an important 
determinant of organizational performance in the period imme- 
diately following succession. 


REASONS FOR LACK OF PLANNING FOR SUCCESSION 


Although there is strong support for the proposition that lack 
of planning is followed by decreased performance, the support 
for factors proposed as inhibitors of planning is more uncertain. 
Christensen proposes the following principal reasons for lack of 
planning in small companies:® 

1. Size of management group: The smaller the firm, the more 
difficult it is to support a successor-designate. 

2. Growth: Growth is conducive to planning for succession; 
where it is absent, planning is less likely. 

3. Ownership: Smaller firms are more likely to be family 
owned and managed; this makes planning for succession difficult 
if there is no available successor within the family. 

4. Predominance of short-term management problems: The 
manager of a small firm is likely to be concerned largely with the 
problems of day-to-day operation, very often in a specialized area 
(sales, design, and so on) on which company success has been 
built, and may not have the time or ability to train a successor. 

5. Outside counsel: Small firms are less likely than large firms 
to have access to outside advice that might encourage planning 
for succession. 


*The wording of these propositions is mine, not Professor Christensen’s. 
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6. Retirement: Managers of small firms are frequently in a 
position to refuse to retire, in which case planning for succession 
is likely to be postponed, or a successor-designate may become 
impatient and leave. 

7. Procrastination: Managers of small firms often have the 
attitude that “time will produce a successor,’ an attitude that 
excuses lack of planning and may also serve to postpone it 
further. 

Only the first three of these—size, growth, and ownership— 
can be coded directly from the data. As shown in Table 2, each 
is associated with planning for succession within the group of 
companies in which succession had not yet occurred at the time 
of case collection, but not within the group of companies in 
which succession had already occurred. (The former effects are 
substantially independent, as evidenced by significant partial 
relationships not shown.) There appear to be at least two plau- 
sible explanations for significant relationships in one group and 
not in the other. The first is that smaller, nongrowing, family 
companies tend to delay making succession plans until quite close 
to the retirement date of the president (or delay retirement until 
plans can be made and sufficient training given to the successor), 
but they do not fail to plan any more than do larger firms. This 
incidentally would tend to confirm the attitude of managers who 
felt that “time will provide a successor.’ Another possible expla- 
nation for the finding is that prior to succession some of the 
larger firms claim to have plans for succession when in fact they 
do not, or when their plans are only provisional; this they can 
do more easily than smaller firms since they are more likely 
to have second-level executives who could conceivably succeed to 
the top position even though they are not slated to. Doubt is 
cast on the second explanation, however, by the fact that if com- 
panies whose plan involves a deferred final choice are defined 
as having no plan (that is, tightening the definition of “plan” 
to require actual designation of the successor), the relationship 
between size and planning is still significant at the .07 level. 

An additional factor in the succession-planning process is the 
availability of a son as a potential successor. This relationship 
is shown at the bottom of Table 2. In companies in which suc- 
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Table 2. Association between planning for succession and selected 
organizational variables in 99 companies (Christensen data). 


Following succession Prior to succession 


Planned Unplanned Planned Unplanned 


Size: 
Management group 
under 6 7 7 7 13 
Management group 
... 7 14 3 
Not ascertained . . (16) (4) (3) (9) 
not significant p = .005 
Growth: 
Reported present. . . 2 2 10 5 
Absent or not reported . 28 18 14 20 
not significant p = .09 
Ownership: 
Family or partnership , 21 13 12 17 
Nonfamily corporation. 5 5 8 2 
Not ascertained os (4) (2) (4) (6) 
not significant p = .04 
Son as potential successor: 
Reported present. . 16 6 4 10 
Absentornotreported . 14 14 20 15 
p = .09 


Fisher’s exact test used throughout. 


cession had taken place, the availability of a son is associated with 
prior planning; but in companies in which succession had not yet 
occurred the presence of a son is associated with lack of planning. 
The variable that appears to make the difference is the son’s 
ability: when it is low, a succession plan of any kind is less likely, 
and presumably succession itself tends to be postponed. Of the 
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16 companies with a son as potential successor but without a plan, 
the son is explicitly stated to lack competence in 11 cases, and in 
two additional cases lack of competence appears probable. A son 
with insufficient competence was also reported in four of the six 
companies in which succession occurred without a prior plan. 


SUMMARY AND DISCUSSION 


This secondary analysis of data collected by Christensen about 
management succession in a sample of over one hundred small- 
to medium-sized manufacturing companies has indicated the 
following: 

1. The median length of service of the company presidents is 
about 20 years. It is somewhat higher than this for founders of 
companies and lower for nonfounders, and it is still lower (about 
14 years) for managers who were not principal owners. 

2. There is a strong association between planning for succes- 
sion and subsequent profitability: companies in which a successor 
had been chosen and trained appear much less likely to have 
suffered a period of financial difficulty while the new president 
learned to manage. 

3. The size and growth of the management group and the 
pattern of company ownership are associated with planning for 
succession. In the cases studied prior to succession the smaller, 
stable, family-owned companies tended not to have chosen and 
trained successors; when succession had actually occurred, how- 
ever, there was no difference in planning between these com- 
panies and larger, growing, publicly owned ones. The differ- 
ence is attributable to later planning in the smaller companies. 

4. Management ability appeared to have two different effects 
on the succession process. In companies in which the manager’s 
son was the potential successor, a low level of competence on his 
part seems to have delayed both planning for succession and the 
succession itself. Secondly, among all companies in which an 
unplanned succession occurred, subsequent company profitability 
appears to be associated positively with the successor’s ability.'° 

These results largely support the conclusions of the original 


“This relationship is suggested by Christensen, op. cit., p. 29, but is not 
documented. 
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study. In addition, however, they suggest a change of emphasis 
in the conclusions concerning the effects of company size, growth, 
and ownership upon succession planning: these factors appear to 
affect the timing of planning rather than its likelihood. In addi- 
tion, the analysis indicates that management ability plays a larger 
part than was suggested in the original study. While it is hardly 
surprising that managerial ability is found to be related to com- 
pany performance, the analysis goes beyond this in revealing the 
particular ways in which ability interacts with the succession 
process to produce its effect. 

The general pattern of the succession-planning that appears 
to underlie the results is that of a decision problem extending 
over time. During the latter part of the manager’s career, suc- 
cession begins to loom as a problem requiring action. If there 
is a son (or son-in-law or nephew) of the principal owner, then 
he is the first possible successor considered. If he appears to be 
interested and competent, then action is taken to assure his suc- 
cession and to see that he gets adequate training; that is, a plan 
(in the sense used in this study) is formulated. 

If there is a son, but he is too young, is not interested, or 
appears to be of borderline ability, then a decision is postponed 
to see whether he will become interested and/or whether further 
experience in lower management positions will increase his com- 
petence sufficiently for him to be the successor. In the mean- 
time, however, the company is without a plan, and if the death 
or forced retirement of the manager brings about succession 
anyway, then the son is likely to be the successor. If there has been 
no change in his level of interest or competence, then he is not 
likely to have the full support of other organization members. 
Because of this problem or because he makes poor decisions the 
profitability of the company is likely to decline. 

If there is no son, then present members of management are 
considered as possible successors. Here, the likelihood that there 
will be someone of sufficient ability to be considered as a suc- 
cessor is greater in larger, growing companies where there is 
a level of management between the president and the shop fore- 
man; therefore a plan can readily be formulated. 
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Finally, if there is no one within the company who can be con- 
sidered for succession, then an outsider is sought, and the same 
factors—size, growth, and ownership—influence the attractive- 
ness of the position and hence the amount of delay in getting 
a plan for succession formulated. Smaller family-owned com- 
panies find greater difficulty in attracting managers from out- 
side and because of the high cost of a successor-designate may tend 
to delay even seeking one. 

Although this general pattern of the  succession-planning 
process serves to link together the factors and relationships that 
this analysis has shown are involved, the pattern does not of 
course convey a picture of the variety of ways in which the 
succession problem is handled by individual companies. For this 
the reader is referred to the original case material. 
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Book Reviews 


Changing Patterns of Industrial Conflict. By Arthur M. Ross and Paul 
T. Hartman. New York: John Wiley & Sons, 1960. 220 pp. $6.50. 
Essays in international comparison tend to founder on Scylla or 

Charybdis: either they resolve themselves into lengthy catalogues of 
significant differences or they relapse into short lists of insignificant 
similarities. This book does neither: it is to its authors’ credit that they 
have been neither distracted by the evident diversity of their material 
nor tempted by Procrustean enthusiasm to impose a trivial pattern 
upon it. 

They start by adopting six ratios as relevant measures: union mem- 
bers as a proportion of total industrial (“nonagricultural”) popula- 
tion; workers involved in strikes as a proportion of union membership; 
workers involved as a proportion of industrial population; average 
duration of strikes (“days lost’’ per worker involved); days lost pet 
union member; and days lost per industrial worker. They then seek to 
explain the different strike-experiences, in these terms, of fifteen coun- 
tries over more than half a century by reference to the extent, character, 
and stability of a few important elements in social and political life 
trade union membership and structure, collective bargaining pro- 
cedures, union-management relations, labor party organization, and 


government intervention in industrial relations. 

They then proceed to illustrate, and to account for, a general trend 
towards the “withering away” of the strike, or more strictly its “trans- 
formation” from the old-style pitched economic battle to the current 
sharp demonstration of protest—pointing out, however, that although 
“the influences on strike activity have been basic and persistent,.. . 
they are not necessarily irreversible.” They are, moreover, able to estab- 
lish, and reasonably to explain, the existence and operative trends 
of four or five distinct “patterns” of strike activity (and in so doing they 
have, incidentally, succeeded in taking this type of analysis very much 
further than the previously observed “‘alternation of political and indus- 
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trial activity”). These patterns are set by the marked differences 
between groups of countries in respect of the measures described, as 
well as in the trends of these measures over three periods (1900-1929, 
1930-1947, and 1948-1956). The “North European” pattern comprises 
Denmark, Holland, Britain, and Germany (with a Scandinavian vari- 
ant for Norway and Sweden); the “Mediterranean-Asian” pattern 
includes France and Italy on the one hand and Japan and India on the 
other; the North American embraces the United States and Canada; 
Australia, Finland, and South Africa are treated as special cases. In 
every instance the patterns are interpreted by reference to the social- 
political elements selected; nor, on examination, do the “special cases” 
run materially counter to the main lines of the analysis. In a “rumina- 
tive’ concluding section the authors look briefly into the future, and 
here they are not content with mere extrapolation (“projection is the 
poor man’s prophecy”); their “few general expectations,” though 
cautious, are plausible as well as suggestive. 

Their references are exemplary; they treat their statistical sources, 
which are inevitably somewhat intractable, critically and are careful 
not to press their inferences beyond the bounds of common sense; and 
they admit exceptions without having to qualify their “rules” out of 
existence. Common sense, indeed, informs the book: while questioning 
the “futilitarian view” (regarding techniques of reducing industrial 
conflict as necessarily futile and ineffective) as oversimplified, they still 
‘cures” for strikes, even if 


preserve an open mind on whether some 
effective, are necessarily desirable (“whether a particular medicine is 
better or worse than a particular disease depends on how bad the 
medicine tastes and how much the disease hurts’). “Generally the solu- 
tion to any problem becomes a problem in itself,” although this has 
never deterred, and should not deter, people from trying to solve their 
problems. 

The authors display an engaging modesty about their achievement: 
“we have chosen to pitch the research at a rather technical industrial- 
relations level,” as they are concerned less to search for “ultimate” 
causes than to clarify the “character and configuration” of phenomena. 
They are, however, clearly aware of the wider context of their social 
and political variables, and are content to present their observed pat- 
For a reviewer 


terns as “useful pedagogical devices and no more.’ 
simply to endorse this claim would be a less-than-generous verdict on 
a sensible, succinct, and stimulating book. 

K. G. J. C. KNowLes 
Institute of Statistics 
Oxford University 
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A Grammar of Human Values. By Otto von Mering. Pittsburgh: 
University of Pittsburgh Press, 1961. 288 pp. Paper $3.50; cloth 
$4.50. 


Professor von Mering’s book is one of a number of publications based 
on anthropological field studies that were conducted in the Rimrock 
area of New Mexico. These studies were part of the project initiated 
by Harvard University’s Laboratory of Social Relations under the 
leadership of the late Clyde Kluckhohn in 1949. 

Von Mering outlines a general theory concerning the scientific study 
of values. After relating his theory to various issues in the literature of 
the behavioral sciences, he uses his theory to report some findings in 
the Rimrock area. 

The empirical data were secured by interviews and discussions with 
white residents in two settlements. One community, Homestead, was 
settled during the early 1930's by families migrating from the Texas 
and Oklahoma panhandle country. The other community, Rimrock, 
was founded by Mormons in 1882. At the time of von Mering’s investi- 
gation, Rimrock was entirely Mormon, whereas none of his subjects 
in Homestead was a Mormon. The data consist of verbal statements 
made during conversations that were directed to questions about the 
neighboring Navaho Indians and their responses to white civilization. 
The technique employed to stimulate these conversations is known as 
the “theme-controlled discussion technique.” 

The findings are not very startling. The two communities, differing 
in antecedents and sectarian affiliations, manifest some differences in 
attitude toward and appraisal of the Navaho Indians, but in most 
respects the value clusters of the two groups overlap, with some interest- 
ing individual deviations here and there. 

Von Mering, of course, did not publish his findings because of any 
great surprise in the facts. His reason for publication, and the reason 
his book will be read, is that he may have made some progress in the 
effort to get away from unsystematic, impressionistic reporting of values. 
He has devised a tool of content analysis (which he calls a grammar of 
human values), which to use his terminology, “‘is composed of thirty-six 
possible value categories belonging to four logically and experientially 
distinct realms of valuing” (p. 242). This means that he is offering a 
classification of “possible values that exist in any contemporary society 
of the Western World. It provides us with a structual arrangement of 
value forms that shows how distinctions in the apperception of reality 
are marked, and what are the mutual relations, uses, and functions of 
values in the course of their expression” (p. 180). The four “realms of 
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value” are: (1) simplistic value, (2) isolative personal value, (3) inclusive 
interpersonal value, and (4) comprehensive value (pp. 90-98). 

“We make the general assumption that the lower the intensity of the 
person’s social experience the greater is the chance that immanent 
substantive and fixed pragmatic standards, or external, hedonistic, and 
private standards will dominate his valuing and his conduct. These 
values belong to what we call the simplistic value realm. On the other 
hand, the individual with intensive and prolonged social experience is 
likely to reveal a significantly greater number of formal ideational, 
universal, or wholistic values in his handling of problematic situations. 
That is, he is apt to prefer standards which tend to encompass and also 
transcend the particular and total life situations of all, or nearly all 
persons, including himself. We have assigned these forms of valuing to 
what we call the comprehensive value realm” (p. 91). 

Against the foregoing classification (realms 1 and 4), von Mering sets 
up a cross classification (realms 2 and 3). The first classification concerns 
values that have a predominantly nonspecific quality, whereas the 
second is more practical. The author contrasts these pairs of realms in 
level of abstraction and complexity. 

Limitations of space do not permit repetition of the details of the 
classificatory system. Suffice it to say that hidden in the polysyllabic 
thicket of Chapter VI are many interesting contrasts, such as authority 
and utility, autonomy and otherness. 

After rereading several parts of the book, I venture the following 
comments: 

1. Von Mering has addressed himself to a problem that is of concern 
to social scientists, philosophers, administrators, and politicians: How 
can you determine and report the values and value drifts of various 
human groups with any assurance that your determinations are 
accurate and your reporting of them is intelligible? 

2. I believe that von Mering is on a promising track when he con- 
structs a list of “possible values,” by means of which he proposes to 
compare different human groups. 

3. The book imposes on the reader the punishment that should be 
reserved for those who employ the noun “value” as if it had the same 
semantic properties as “hand,” “nose,” and “tooth.” I should have 
supposed that the author could have classified his data with equal 
success without using the term “value” at all. What he was noticing 
was that his subjects did not all ask the same questions; they did not all 
react to the Navaho in the light of the same possibilities. What is helpful 
in his treatise is a master list of possibilities. 
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4. The specific method of inquiry is, to a large extent, limited to data 
in the form of verbal responses. I have no first-hand acquaintance with 
the subjects of von Mering’s study, but I should be surprised if the 
Rimrock people are incapable of what in Chicago is called duplicity 
or hypocrisy. The comparison of human groups should be guarded 
against unmeasured differences in hypocrisy, as L. T. Hobhouse noted 
long ago. 

The last two comments will, perhaps, sound more derogatory than I 
mean them to be. They are suggestions for the possible improvement 
of what I think is a useful kind of study. 

Wayne A. R. Leys 
Professor of Philosophy 
Roosevelt University 


Industrialism and Industrial Man: The Problems of Labor and Man- 
agement in Economic Growth. By C. Kerr, J. T. Dunlop, F. H. 
Harbison, and C. A. Myers. Cambridge, Mass.: Harvard University 
Press, 1960. 331 pp. $6.00. 

This is an important book. Four labor economists collate the evi- 
dence amassed by a large number of researchers in various parts of the 
world doing research supported by the Ford Foundation. This evidence 
is directed to a world-wide survey of the process of industrialization, 
from Britain of the eighteenth century to the present day. It is a search 
for “social consistencies,” upon which the economists hazard some 
thoughts on trends into the future—a subject that has exercised men’s 
minds from Vico to Rostow. 

The starting point was an enquiry as to why the American system of 
industrial relations was so different from systems elsewhere. “If it was 
so ‘good’ why did people elsewhere reject it; or at least why did they 
resist it?” This self-enquiry was an admirable beginning, but the social 
philosopher might be forgiven for asking why they did not consider 
whether the system was “right.”” They found themselves moving away 
from worker protest as a subject; “we turned to the really universal 
phenomenon affecting workers—the inevitable structuring of the man- 
agers and the managed in the course of industrialization. Everywhere 
there develops a complex web of rules binding the worker into the 
industrial process, to his job, to his community, to patterns of behavior. 
Who makes the rules? What is the nature of the rules? Not the handling 
of protest but the structuring of the labor force is the labor problem 
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in economic development.” Students of administration may also be for- 
given for raising a polite eyebrow at this rediscovery of the subject mat- 
ter of their discipline. The authors developed a sense of the decline of 
the importance of competing ideologies. “More and more, the questions 
are technical as well as philosophical. How can this problem best be 
handled? How can the transition to industrialism best be made?’’ These 
sound remarkably like the questions administrators occupy themselves 
with. 

The authors claim a new approach, drawing on the experience of 
several countries, “‘a way of looking at the problem which seeks to place 
labor-management-state relations in the context of the imperatives of 
industrialism, the desires of the controlling elites and the demands of 
the particular environment.” They claim this approach runs “against 
tradition, against Marx, the Webbs, Commons and Perlman, and Mayo 
alike. We have redefined the labor problem as the structuring of the 
managers and the managed under industrialization.” This is hardly 
new; it has been a problem of administration since the time of Plato. 
And one looks in vain for references to authorities such as Boraze and 
Wittfogel in Europe, or Selekman at home in Harvard. Four prominent 
American economists have discovered that the stuff of history is not to 
be found in economics alone but in the way men associate in thei1 
economies. This is why the book is important to students of administra- 
tion—it justifies our interest in the subject. It is a superb piece of work, 
and we should be grateful for it. It tells us that the “social consistencies”’ 
are precisely those bases upon which we work—in economic association 
men have a web of administrative rules; there will always be the 
managers and the managed. We have already started where they leave 
off. 

But to glance at the end, “The Road Ahead,” the extrapolation. 
Men appear to be choosing and pressing for a pluralistic industrialism. 
Industrialism “is a system of social organization where industries, 
including many large-scale industries, are the dominant method of 
production.” “Authority must be concentrated, although individuals 
may still have areas in which they can make free choices.” ““The domi- 
nant arrangement [of authority] will be pluralistic. Where there is one 
locus of power, there will come to be several; where there are many, 
there will come to be fewer.” With education and so “with skill and 
responsibility go the need for consent, and with consent goes influence 
and even authority.” “Occupational and professional groups achieve 
some prestige and authority as against both the central organs of society 
and the individual members of the occupation or profession.”” The 
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administrators will play the crucial role, being professional and tech- 
nically trained. A massive web of rules, set particularly by the state, 
and by the enterprise and the association, will relate the individual to 
each. The individual will be subject to the great conformity demanded 
by these rules, but outside his working life the individual may have 
more freedom “than in most earlier forms of society.” ‘““There may well 
come a new search for individuality and a new meaning to liberty,” but 
this in leisure only. He will lead a “split life”; “he will be a pluralistic 
individual with more than one pattern of behavior and one dominant 
allegiance.” There will never be a final equilibrium; “the contest 
between the forces for uniformity and for diversity wili give it life and 
movement and change.” Yet for most people any true scope for the 
independent spirit on the job will be missing. There will be no war 
of ideologies, merely of bureaucrats. ““The battles will be in the corri- 
dors instead of the streets, and memos will flow instead of blood.” 
O happy hunting ground of the administrator! And when we are not 
administering according to a strict rule against which there is no possi- 
bility of bettering one’s fellowman, we seek an individualistic life of 
hedonism. The prospect is appalling: tyranny over the mind that seeks 
to serve its fellows; a brave new world, in “the age of faith” that encour- 
ages an “aggressive materialism.” No wonder Huxley wrote Heaven 
and Hell to succeed his Doors of Perception. Maybe, however, the 
authors did not go far enough—they make no search for motive, for 
the essence of the spirit that is man. They stick to their economics, 
and their dialectic. 

T. T. PATERSON 
Department of Social and Economic Research 
University of Glasgow 


The Public Interest. By Glendon A. Schubert, Jr. Glencoe: The Free 
Press, 1960. 244 pp. $5.00. 


Those ideas and concepts we most take for granted in our public life 
are often the ones most in need of re-examination. The need is all the 
greater when the concept itself, such as that of the public interest, is 
one that has assumed an important place in academic analysis as well 
as in the arenas of political debate. Too often in the rush for verifiable 
theories of political and administrative behavior we reach for conceptu- 
al tools poorly adapted to the task. For that reason alone a systematic 
exploration of primary concepts and orientations, such as Professor 
Schubert's, is more than welcome. 
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Yet his book is both more and less than an analysis of the public 
interest. It is more in the sense that the critique considers the public 
interest synonymously with the ultimate source of standards and respon- 
sibility in political and official decision making. The author extracts 
and analyzes such concepts (implicit or explicit) that rest in broader 
theories of the role and function of our political and governmental 
institutions. For instance, he examines the administrative positivism 
of Herbert Simon for its implicit understanding of the public interest 
(i.e., its understanding of the source of the administrator’s wisdom and 
guides) and places Simon within the appropriate camp of public inter- 
est adherents, even though Simon was not specifically defining that 
rubric we conventionally call the public interest. It is in this latter sense 
that the work is less than a study of the public interest. It does not 
attempt to explain current or scholarly definitions and understandings 
of that elusive phrase. Except for a final chapter discussing recent 
analyses of the concept, public interest as it is used these days yields in 
favor of Schubert's a priori system. 

The author’s plan of attack centers about three long chapters, one 
devoted to each of his three main categories of the public interest: 
Rationalists, Idealists, and Realists. The Rationalists are those politi- 
cians, legislators, administrators, and judges who accept responsibility 
and find guidance for their decisions in the popular will, in the whisper- 
ings of vox populi. The Idealists view the public as an unsatisfactory 
source for public policy and turn instead to their own understanding 
of wisdom, truth, and the good society. The Realists put behind them 
the myths of tangible policy-making guides and seek only to maintain 
a system and process in which contending interests may continually be 
compromised and policy continually adjusted to new political demands. 
The book closes with a lucid chapter in which the writings of three 
contemporary critics of the public interest (including this reviewer) are 
analyzed with merciless logic and rigor. The resulting criticisms are 
pungent and generally well-taken. 

What reservations I have about The Public Interest involve its basic 
organizational definition. The public interest Schubert talks about 
concerns the sources of criteria to be used in decision making rather 
than the actual criteria for policy itself. Abandoning the conventional 
consensus that exists about the public interest in favor of a new variant 
may only further confuse the issue. And by setting up a new dimension 
for the public interest, Schubert often imputes a philosophy of the 
public interest to men who specifically denied its existence. Arthur 
Bentley, paterfamilias of the group theorists, emerges here as a Realist, 
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even though in his works he denies the public interest as “soul stuff.” 
Even taken on its own terms, the Schubert system implies three fairly 
discrete categories, whereas most administrators, for instance, would 
hardly care to limit themselves exclusively to any one of these sources 
of responsibility. Unresolved, too, is the possible conflict between the 
decision maker’s concept of his role and his understanding of the 
most desirable guide for policy. A Realist in Schubert’s terms may, 
because of a sense of professional self-restraint or democratic responsi- 
bility, make policy which does not meet his personal standards of what 
he might believe to be “in the public interest.’’ And of course, by keep- 
ing the discussion on this level, Schubert does not elucidate the public 
interest in the sense in which it plagues many practitioners—as a con- 
crete guide to the making of specific decisions on real policy issues. 
Schubert tells us where the public official looks, but we do not know 
how or what he finds. 

This reservation aside, however, The Public Interest is a stimulating, 
rewarding work. The author never lacks insight into the writings he 
examines, and the result affords the reader a constant stream of fresh 
views of much of the standard literature. Students of administration 
will certainly value the succinct and acute notes on administrative 
theories, all the way from scientific management to social engineering. 
In fact, I know of no other work that so ably analyzes the panorama of 
recent thought on the guiding sources of the elected or appointed 
decison maker. Although those readers not initiated into the wonder- 
land of academic terminology will have to be alert to categorical dis- 
tinctions, these distinctions are valid and reflect the rigorous thought 
and organization that pervade the book. Nonetheless, it is enormously 
well written, with many more felicities of phrase and style than one has 
the slightest right to expect in so scholarly a work. 

No reader will find here many clues or answers to the riddles and 
enigmas of what we usually call the “public interest.” But what he will 
find is, I suspect, more worthwhile—an admirably perceptive critique 
of theories of ultimate sources of responsibility and wisdom for public 
officials. Its contribution is as a conceptual exercise, a clarifying of 
thought about some ideas very close to the roots of political and admin- 
istrative decision making. No scholar anxious to build testable theories 
and generalizations, or even to think systematically about the adminis- 
trative process, could fail to profit from its pages. 

FRANK J]. SORAUI 
Assistant Professor of Political Science 
University of Minnesota 
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The Servants of Power. By Loren Baritz. Middletown, Conn.: 

Wesleyan University Press, 1960. 273 pp. $4.50. 

Professor Baritz’ history of the use of social science in American 
industry should be widely read, but accepted with reservations. It pro- 
vides a most informative and lively exposition of the main develop- 
ments in social science during the last half century up to the recent past. 
It shows how social science knowledge and techniques have been used, 
and often abused, by American industry. And it portrays with refresh- 
ing clarity and vigor the difficulties encountered by practitioners in an 
emerging field of science. 

One is also left, however, with the impression that the author's very 
considerable insights and objective analyses are gradually dissolved in 
polemics throughout the book. Perhaps this is partly because his his- 
torical survey stops short of some of the more recent social science 
research which provides a more unified, consistent, and value-neutral 
expression of social science than he describes. Perhaps the book fails to 
achieve maximum impact because the reader, while willing to acknowl- 
edge the subservience of many industrial social scientists to the power 
elite of industrial management, is already concerned with more funda- 
mental questions raised in the book. 

One may grant that most social scientists employed by industry 
expect to contribute their knowledge of behavior to the organizational 
goals of more output, less cost, and higher profit. There is certainly 
nothing sinister about management's using social scientists for this 
purpose—workers and technicians of all kinds are similarly hired with 
the recognized exchange of their services for money and other rewards. 
That the activities industrial social scientists are called upon to per- 
form require perverting their learning, losing their devotion to objec- 
tive fact, and aiding management in maintaining unwarranted control 
of the worker is less evident and certainly not proved by the evidence 
cited in the book. 

A basic question which Baritz raises only by implication is manage- 
ment’s responsibility to manage. Let us be under no illusion here. The 
modern corporation, as a complex social system, still requires the exer- 
cise of power, authority, and influence if it is to survive even in the 
most enlightened and democratic society. The real question is not 
whether or not control needs to be exercised, but by whom, when, in 
what ways, and with what safeguards to the individual. Baritz recog- 
nizes in his first chapter that “the men who manage and direct industry 
find themselves increasingly incapable of effectively controlling their 
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organizations.” Such an administrator will “realize that patterns of 
human thought and conduct control the effectiveness of his firm, and 
[that] this knowledge requires unprecedented changes in both per- 
sonal and institutional behavior.” It is in this context that the use 
industry makes of social science should be examined. Managements 
have seized on any and all techniques that held promise of solving 
their problems. Social scientists, eager to make a contribution, readily 
lent their knowledge, but with results that have often been dis- 
appointing. 

Baritz would have performed a greater service, and perhaps reached 
a different conclusion, had he attempted to answer several other ques- 
tions. Why has social science been unable to provide better solutions 
to problems of human behavior in organizations? Why has social science 
lagged so far behind the physical and biological sciences? 

The author states in the concluding paragraph of his last chapter 
that “social scientists have come close to a true science of behavior.” 
It is doubtful that this is yet true, but it is very clear that the early 
applications of social science in American industry were made on an 
extremely sketchy basis of solid research. There has been, and unfor- 
tunately still is, a vast amount of nonsense in “accepted” principles of 
management which stemmed from armchair theorizing and the appli- 
cation of “horse sense” to people. Even if some of the traditional prin- 
ciples may have been useful years ago, they are becoming obsolete in 
the new technological society of today. Attitudes, values, and expecta- 
tions are changing as levels of education and income rise and as ideas 
of social democracy become widely diffused. 

The rigorous use of basic social science has always been handicapped 
as compared with physical science. After all, human beings, and cer- 
tainly management officials, feel that they are experts in human 
behavior. Therefore the advice of social scientists is seldom taken with 
the same weight as that of physical scientists. Moreover, social scientists, 
although they may have some worth-while things to say, have a much 
more difficult task proving anything. This is a function of the vastly 
more complex and constantly changing field of study, the still very 
inadequate base of fundamental social science knowledge, and the lag 
between cause and effect in application. 

It is instructive to remember that only about one-thirtieth as much 
is being spent on social science research as on physical science research, 
even though the importance of behavioral and organizational problems 
is receiving increased recognition. Moreover, in the physical sciences 
there is a well-understood distinction between the basic researchers or 
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pure scientists concerned only with new knowledge, on the one hand, 
and the applied researchers and development engineers concerned with 
practical adaptation and commercial use, on the other. The time nor- 
mally required between the laboratory discovery and the new product 
or process is five to ten years. In the social sciences there are strong 
pressures to use any new bit of knowledge right away and very few 
business organizations have been willing to devote the necessary time 
and resources to the testing and pilot demonstration that should pre- 
cede incorporation of new knowledge into complex social systems. At 
least five to ten years will be required for this process of careful appli- 
cation of existing social science knowledge; hasty efforts to “plug in” 
new bits and pieces account for some of the costly failures of the past, 
for which industrial social scientists and management must share the 
blame. 

Baritz touches on labor's general hostility to social sciences as applied 
in industry. It does seem curious that labor unions, attempting to 
represent and speak for workers, have had so little interest either in 
using social science knowledge themselves or in encouraging better 
behavioral research. It seems likely, however, that considerably more 
attention will be paid in the future as union leaders recognize the 
importance of the noneconomic needs of workers, become interested 
in understanding technical and white-collar workers who constitute a 
growing proportion of the labor force, and find that social science 
knowledge can be used to advantage by groups other than management. 

One would have hoped that Baritz had extended his study to include 
more of the newer social science research developments of the middle 
and late fifties, which challenge the traditional management principles 
and also provide methods for getting and using better information. 
The use of better sampling and survey techniques, of computers to 
handle masses of data, and of improved statistical methods and analysis, 
all represent a major breakthrough in techniques for acquiring basic 
social science knowledge. One result is that this new research shows 
that many of the traditional notions of hierarchical power and authori- 
ty are obsolete. The growing evidence of this very substantial research, 
done at a number of social research centers such as those at Michigan, 
M.I.T., California (Berkeley), and Cornell but apparently missed 
entirely by the author, points to a conclusion diametrically opposite to 
his. Baritz’ prediction is the glum prospect of America’s managers con- 
trolling their employees through the manipulation of the stark, irre- 
vocable power given to them by their servants, the industrial social 
scientists. There is better evidence from social science to indicate that 
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American managers who would attempt to pervert social science in this 
way will soon lose out in the competitive struggle to the more imagina- 
tive who will build their industrial organizations on the basis of a 
different concept of power, more productive efficiency, and greater 
employee participation. This historical analysis of social science in 
American industry, had it been extended to 1960, might well have 
hinted at the growing promise as well as the potential threat that the 


future use of social science holds. 
Ho.uis W. PETER 


Director, Foundation for Research on Human Behavior 


Ann Arbor, Michigan 


Abstracts 


The Assessment of Employee Morale. Ronald Paul Yuzuk. 1961. 
67 pp. Available from the Bureau of Business Research, Ohio State 
University, 1775 South College Rd., Columbus 10, Ohio. $2.00. 


Factors of employee satisfaction were found related to such per- 
formance criteria as production index, skill, tardiness, tenure. The 
study utilized two parallel questionnaires, one with evaluative items, 
the other with descriptive items. Three hundred eighty-two employees 
in a manufacturing plant responded. 


The Bank of England in the Modern State. A. C. L. Day. Public 
Administration, 39 (Spring 1961), 15-26. Available from the Royal 
Institute of Public Administration, 746A New Cavendish St., London, 
W.1, Eng. Single copy, $1.25. 

The constitutional and operating relationships between the central 
bank and the government are discussed. It is suggested that the Treasury 
should absorb many of the traditional roles of the central bank. The 
author feels that a massive electronic credit-card system may be more 
economical to operate than the present paper currency and check 
system. 


Cultural Values in Management-Worker Relations: Japan: “Gimu” in 
Transition. Arthur M. Whitehill, Jr., and Shin-ichi Takezawa. 
1961. 127 pp. Available from the School of Business Administra- 
tion, University of North Carolina, Chapel Hill, N.C. Single copy, 
$2.00. 


This report deals with a pilot study of cultural value aspects of moti- 
vation theory. Values within the expected roles of managers and 


is 

a- 

a 

e 
| 


254 ADMINISTRATIVE SCIENCE QUARTERLY 


workers were found to vary from one culture to another. The initial 
study involved 283 workers in Japanese companies of various sizes. 


Decisions under Uncertainty: Rational, Irrational, and Non-rational. 
Kurt W. Back. American Behavioral Scientist, 4 (Feb. 1961), 14-19. 
Available from American Behavioral Scientist, P.O. Box 294, Prince- 
ton, N.J. No single copy price given. 

Various approaches to decision theory are discussed. Rational models 
are said to be applicable only to decisions in the middle range of 
importance. A nonrational model is proposed for the extremes of the 
range. 


Dimensions of Executive Positions. John K. Hemphill. 1960. 103 
pp. Available from the Bureau of Business Research, Ohio State 
University, 1775 South College Rd., Columbus 10, Ohio. $2.00. 


Ninety-three business executives responded to a questionnaire con- 
taining 575 items about their “positions” and their general expectations 
about their work within their organizations. The interrelationships 
among the descriptions were analyzed statistically to develop concepts 
useful in describing the work of executives. 


The Division of Labor in Banking. Stanley Lieberson. American 
Journal of Sociology, 66 (1961), 491-496. Available from the Univer- 
sity of Chicago Press, 5750 Ellis Ave., Chicago 37, Ill. Single copy, 
$1.75. 

Metropolitan dominance in terms of the large urban banks is exam- 
ined. Loan size, industry of borrower, and other factors vary with size 
and location of banks, making for division of labor in banking 
operations. 


Economic Regionalism Reconsidered. Lincoln Gordon. World Polli- 
tics, 13 (1961), 231-253. Available from World Politics, Woodrow 
Wilson Hall, Princeton, N.J. Single copy, $2.00. 


Brief descriptions are given of the current economic status of the 
industrialized free countries, the Communist bloc, the semi-industrial- 
ized countries, and the nonindustrialized free countries. European 
regionalism is discussed from the standpoint of American policy. 
Growing regionalism in other areas, interrelations between the regions, 
and American participation in them are explored. 
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General Systems: Yearbook of the Society for General Systems Research, 
5 (1960). Ed. by Ludwig von Bertalanffy and Anatol Rapoport. 
235 pp. Available from the Society for General Systems Research, 
205 N. Forest Ave., Ann Arbor, Mich. $7.50. 


This volume contains numerous articles on systems selected for their 
“boldness of imagination and originality.” Articles appear under five 
headings: (1) general, (2) biological, (3) behavioral, (4) automata and 
self-organization, (5) system-theoretic and interdisciplinary thought in 
the U.S.S.R. 


The Identification of Management Potential—A Research Approach 
to Management Development. Thomas A. Mahoney, Thomas H. 
Jerdee, and Allan N. Nash. 1961. 93 pp. Available from Wm. 
C. Brown Company Publishers, 135 South Locust St., Dubuque, 
Iowa. $3.00. 


Characteristics of successful managers and methods of measuring 
them are reviewed. Study findings indicate a direct relationship between 
managerial effectiveness and intelligence, vocational interests, aggres- 
siveness, education, and other factors. 


Improvement of Organization and Management in Public Administra- 
tion: A Comparative Study. Thomas Doyle Kingdom. 1960. 87 
pp. Available from the Division for Public Administration, United 
Nations, New York, N.Y. $1.50. 


Originally published in 1951, this report brings out ideas and prin- 
ciples gleaned from questionnaires on management ‘mprovement sent 
to a number of national governments and international organizations. 
The nature of organization and management is discussed, along with 
methods of improvement from without and within. 


The Influence of the Nationalized Industries. Ronald S. Edwards. 
Public Administration, 39 (Spring 1961), 45-57. Available from the 
Royal Institute of Public Administration, 746A New Cavendish St., 
London, W.1, Eng. . Single copy, $1.25. 


Price setting in the face of capital requirements and inflationary 
pressures is discussed from the standpoint of the nationalized industry. 
Differing views on how cost burdens should be borne are considered. 
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Leadership and Interpersonal Behavior. Ed. by Luigi Petrullo and 
Bernard M. Bass. 1961. 382 pp- Available from Holt, Rinehart 
and Winston, Inc., 383 Madison Ave., New York 17, N.Y. $6.50. 


Twenty articles on experimental research in leadership are included 
in this volume. Part I deals with current psychological theories of lead- 
ership and interpersonal behavior. Parts II and III concern leadership 
and interpersonal behavior in the small group and the large 


organization. 


Leadership and Organization: A Behavioral Science Approach. Rob- 
ert Tannenbaum, Irving R. Weschler, and Fred Massarik. 1961. 
456 pp. Available from the McGraw-Hill Book Company, Inc. 330 
W. 42nd St., New York 36, N.Y. $7.50. 

This collection of material gives an overview of the work of the 
Human Relations Research Group over the decade of its existence. 
Major areas covered are leadership, sensitivity training, and studies in 
organization. Empirical, theoretical, descriptive, and interpretative 
approaches are used in different chapters. 


Managing Major Change in Organizations. Floyd C. Mann and Frank- 
lin W. Neff. 1961. 99 pp. Available from the Foundation for 
Research on Human Behavior, 1141 E. Catherine St., P.O. Box 1261, 
Ann Arbor, Mich. $3.00. 


Four case histories are presented along with discussions about prin- 
ciples and procedures associated with organizational change. The cases 
emphasize different phases in the evolution of a change. The report 
stresses the importance of satisfying the needs of the individuals 


involved. 


The Measure of Management: Designing Organizations for Human 
Effectiveness. Eliot D. Chapple and Leonard R. Sayles. 1961. 218 
pp. Available from the Macmillan Company, 60 Fifth Ave., New 
York 11, N.Y. $6.50. 


A practical approach to the handling of human problems is presented. 
The book is divided into three sections: (1) building the organization 
and measuring its performance, (2) the individual, his personality and 
his job, (3) managing instability and change. 
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